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Ever since we purchased Capital Wrestling in 1982, 
our vision has been to make World Wrestling 
Entertainment a global brand recognized by people 
from all walks of life in countries all over the world. 


We have achieved that goal. Our television shows are 
broadcast in more than 100 countries and translated 
into a dozen languages. WWE live events are per- 
formed on five continents before millions of people. 
WWE Superstars are now recognized by fans in every 
corner of the globe. 


In fiscal 2003, WWE took an important step toward 
achieving this with the bold move to turn our WWE 
Raw and WWE SmackDown! television programs into 
two distinct, dynamic brands with their own unique 
Superstars, storylines and revenue streams. The bene- 
fits behind this change were compelling: (1) create two 
television vehicles that would provide the opportunity 
to develop and establish new WWE Superstars; (2) 
create two distinct touring companies from the Raw 
and SmackDown! brands to increase the number of live 
events and associated global business opportunities to 
further revenue contributions from outside 

of North America; (3) develop more television pro- 
gramming, pay-per-views and distinctive consumer 
products. 


This change affected all aspects of our business. We 

knew that such a move would require patience, and it 
has, particularly from our shareholders. Development 
of two distinct brands requires an investment, and our 
financial performance in fiscal year 2003 continued to 








show the transition of our “brand extension.” These 
results were exacerbated by increased competition 
from reality-based television programs, a generally 
soft economy, and losses associated with our restaurant 
in Times Square, The World, which we closed this past 


spring. 


With the brand extension now more than one year old, 
we believe we have in place the building blocks neces- 
sary to achieve our new goal and to improve the com- 

pany’s financial performance. 


More Focus on Live Events 


In fiscal year 2004, our focus will be on increasing 
attendance and the hype for our live events. Live 
events, as the foundation of our intellectual property, 
drive our business, and we are committed to creating 
the best product possible. With the establishment of 
two touring companies, featuring talent from our Raw 
and SmackDown! brands respectively, we increased 
live-event touring to 327 events in fiscal year 2003. Of 
those, 19 were held outside North America in 10 coun- 
tries, including Japan, Australia, the United Kingdom, 
Germany, South Africa and India. Year-over-year, 
revenues generated from live events outside North 
America increased by more than 200%. In fiscal year 
2004, 30 live events are planned outside North 
America, including tours of Europe, Asia and Australia. 


As more people participate in WWE live events, there 
will be more interest in watching WWE television pro- 
gramming and purchasing WWE products. 


More Television Brands 


Two distinct television brands mean more opportunity 
to develop stars. With more television time available to 
newer talent, a new era of Superstars is rapidly coming 
of age. With more television exposure, these perform- 
ers are attracting their own loyal fan bases which 
should contribute to our revenue streams, including 
pay-per-view. 


It has taken time for our new approach to catch on, but 
our fans are taking to it. We entered the fourth quarter 





of fiscal year 2003 with WWE Raw on Spike TV in its 
usual position as consistently being the most watched 
regularly scheduled program on cable. WWE 
SmackDown! continued as UPN’s top-rated program 
among households, and consistently one of the most 
watched television programs among male teens on 
Thursday night. Both programs continue to attract 
one of the most economically and ethnically diverse 
audiences watching television today. 


As fans create an emotional attachment to their 
favorite television brand and new Superstars, they are 
more apt to buy our pay-per-views, the largest revenue 
stream for the company, and the business with the 
highest margins. Consistently strong ratings create 
more television ad sales for our cable and syndicated 
programming, which directly benefits our bottom line. 


More Global Business Penetration 


Further global penetration of our television program- 
ming occurred in fiscal year 2003. Significant new 
agreements were reached that put WWE programming 
on free TV in Japan, and back on free TV in Germany. 
New agreements and renewals were forged in Asia and 
the Middle East. We also expanded penetration of pay- 
per-view in Germany, Japan and the Middle East. 


As the Raw and SmackDown! brands establish them- 
selves, new business opportunities that enhance our 
presence in global markets are being pursued. In fiscal 
year 2003, we completed the creation of a global infra- 
structure of licensing agents, home video and DVD 
distributors, sponsorship, and public relations agencies 
in such strategic locations as the United Kingdom, 
South Africa, Japan, Australia and India. This allows 
us to conduct business with greater efficiency, and to 
take advantage of new methods of distributing our con- 
tent across all platforms, including wireless and digital 
media. 


More Movies and Television Programming 


In July 2002, WWE established WWE Films to focus 
efforts on expanding our role within the film and tele- 
vision industries. This new division will develop movie 





and television projects to appeal not only to our loyal 
fans, but to a broader audience base as well. The suc- 
cess of The Rock in Universal’s theatrical feature, The 
Scorpion King, is one example of the type of opportu- 
nity WWE will continue to seek in feature films by 
placing WWE Superstars in prominent roles. In addi- 
tion, WWE Films will develop new television and pay- 
per-view projects. 


WWE Films is already developing concepts for an 
animation series, action-adventure features and a 
prime-time action series. 


Joel Simon, a well-known producer of feature film and 
television, is WWE Film’s President, based in our Los 
Angeles office. 


More Financial Benefits 


We are well prepared financially to deal with these 
strategic endeavors. The company remains in strong 
financial condition with a solid balance sheet and 
strong cash flow to satisfy our growth and investment 
needs. 


In the fourth quarter, we declared the company’s first 
dividend. This $0.04 quarterly dividend is targeted to 
be about 40% of free cash flow in fiscal year 2004. 


More Leadership 


We added two key members to the WWE senior man- 
agement team in our finance and marketing areas in 
fiscal year 2003. 


Phil Livingston joined us as CFO, overseeing the 
company’s financial, accounting and investor relations 
strategies and activities. Livingston has extensive 
financial experience, having served as CFO for 
Catalina Marketing Corporation and Celestial 
Seasonings. He most recently was the President and 
CEO of Financial Executives International, the pre- 
eminent membership organization for chief financial 
officers, controllers and treasurers. In that position, he 
had significant participation in the formulation and 
passage of the Sarbanes-Oxley Act of 2002. 


Kurt Schneider joined us as Executive Vice President 
of Marketing. Schneider is an entertainment veteran, 
having spent time at Fox Sports Net and the Walt 
Disney Company. His most recent position was 
President and CEO of Asimba, Inc., an online sports 
and fitness company. He has a proven record of suc- 
cess creating strategies and building brands across 
multiple distribution platforms. 


More Programs Outside the Ring 


WWE has long had a commitment to the fans and 
communities who support us. We have provided sup- 
port to a vast array of charitable organizations over the 
years. A few years ago, we made a conscious effort to 
undertake an Outside The Ring initiative with develop- 
ment of formalized programs aimed at education and 
civic responsibility. 


We have done just that through our “Get R.E.A.L.” 
(Respect, Education, Achievement, Leadership) educa- 





tional outreach program, our SmackDown Your Vote! 
non-partisan campaign to encourage young people 
ages 18 to 30 to register and vote in elections, and sup- 
port of our military. In 2003, more than $1 million in 
merchandise was sent to troops in Afghanistan and Iraq. 
WWE Superstars visited bases in North America and 
abroad to boost the morale of our troops. 


More Buzz for WrestleMania XX 


Fiscal year 2004 marks an important event: Wrestle- 
ManiaxXX. A must-see live event, WrestleMania gave 
birth to the lucrative pay-per-view industry and estab- 
lished WWE as a true force in entertainment. 


WWE is thrilled to be bringing WrestleMania XX to 
New York City’s famed Madison Square Garden, 
where it all began 20 years ago. New York, the most 
exciting and vibrant city in the world, will provide a 
spectacular backdrop for nine months worth of activi- 
ties leading up to WrestleMania XX on March 14, 2004. 


WWE is focused on celebrating WrestleMania XX in 
fiscal year 2004 through special promotions with its 
consumer products, weekly live events and monthly 
pay-per-views among others which we believe will go 
a long way toward building more buzz about WWE 
and its premiere event. 


More Success 


The key to our future success is capitalizing on our 
unique relationship with our fans to increase revenue 
across multiple media platforms. All of our talent, both 
inside and outside of the ring, are focused on creating a 
fan experience second to none that will achieve this goal. 


We feel we have laid the groundwork necessary for 
more success in the future and for increasing the long- 
term value of the company for our shareholders. 





Sincerely, 


(eUte-— Fhe EMM eho 


World Wrestling Entertainment, Inc. 
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Executive Officers 


In this Annual Report, “WWE” refers to World Wrestling Entertainment, Inc. and its subsidiaries and its 
predecessors, unless the context otherwise requires. References to “we,” “us,” “our” and the “Company” refer to 
WWE and its subsidiaries. World Wrestling Entertainment and the stylized and highly distinctive World Wrestling 
Entertainment scratch logo are two of our marks. This Annual Report also contains other WWE trademarks and 
trade names as well as those of other companies. All trademarks and trade names appearing in this report are the 


property of their respective holders. 


Selected Historical Consolidated Financial and Other Data 


The following table sets forth our selected historical consolidated financial data for each of the five fiscal years 
in the period ended April 30, 2003. The selected historical consolidated financial data as of April 30, 2003 and 
2002 and for the fiscal years ended April 30, 2003, 2002 and 2001 have been derived from the audited consolidated 
financial statements included elsewhere in this Annual Report. The selected historical consolidated financial data 
as of April 30, 2001, 2000 and 1999 and for the fiscal years ended April 30, 2000 and 1999 have been derived 
from our audited consolidated financial statements, which have not been included in this Annual Report. Certain 
prior year amounts have been reclassified to conform to current year presentation. You should read the selected 
historical consolidated financial data in conjunction with our historical consolidated financial statements and related 
notes and the information set forth under “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” contained elsewhere in this Annual Report. 


Year Ended April 30, 
2003 2002 2001 2000 1999 


(dollars in thousands, except per share data) 











Summary Operations Data: 


Net TeVenules: cscs ven cacsenseeaddaveiioudoces $374,264 $409,622 $438,139 $377,899 $250,335 
COSt OF TEVENUES: o.c5.2%2ecdaetestes cedievesond 237,343 251,124 249,308 219,569 145,887 
Selling, general and administrative 

EXpenses: (1): sccain vidacwtedwaseraeenererses 99,349 98,291 96,486 71,095 45,521 
Income from continuing operations before 

IMCOME TAXES: (2) Guvedewodiecaucisanp eats 27,358 67,451 102,669 74,777 57,973 
Income from continuing operations (3) ....... 16,362 42,498 64,526 59,577 56,030 
Net (loss) income (4) ...........c cece cece e eee $(19,195) $ 42,233 $ 15,987 $ 58,908 $ 56,030 


Earnings (loss) per share: 
Earnings from continuing operations per 


common share: basic and diluted ........ $ 023 $ 058 $ 090 $ 0.95 $ 0.99 

(Loss) earnings per common share: 

basic and diluted .................. cece eee $ (0.27) $ 058 $ 0.22 $ 094 $ 0.99 
Summary Cash Flows Data: 
Nét. (lOSs) iNGOME: 565 veccaeredulsa ser genes weed $(19,195) $ 42,233 $ 15,987 $ 58,908  $ 56,030 
Depreciation & amortization .................. $ 10,545 $10,174 $ 4,736 $ 2,544 $ 1,946 
Changes in working captial ................... (3,751) 28,598 (10,595) (3,157) (2,297) 
Capital expenditures and other investing 

activities, Nt ....... cc cece cece cee eee (13,593) (4,485) (14,404) (15,068) (14,634) 
Financing activities, net ................. ee eee (29,072) (1,282) 61,057 110,474 (6,082) 


As of April 30, 
2003 2002 2001 2000 1999 


(dollars in thousands) 








Summary Balance Sheets Data: 
Cash and cash equivalents and short-term 


TV ESUMCNES 5.5. rac dices actu a dusts Sie eaeoateesnan nals Sacco $271,114 $293,803 $239,058 $208,992 $ 45,727 
Property and equipment — net ............... 59,325 59,214 54,819 41,484 28,377 
TOtalsAaSSGtSs 2 noe Meee tte cect Rag pcatleeuues 437,257 495,352 466,181 337,032 130,188 
Total long-term debt (including current 

POTION) i's.2o%eeaceveudastendaces genase eatne 9,903 9,903 10,459 11,417 12,791 
Total stockholders’ equity ................0.005 341,959 389,438 347,859 258,537 72,260 


Year Ended April 30, 
2003 2002 2001 2000 1999 


(dollars in thousands) 








Other Non-Financial Data: 


Number of live events ................0e eee eee 327 237 212 206 199 
Total attendance ............. cece eee eee eee ee 1,815,100 2,032,754 2,449,800 2,485,100 2,273,701 
Domestic pay-per-view buys .................. 5,378,100 7,135,464 8,010,400 6,884,600 5,365,100 


(1) Included in fiscal 2001 was a payment for the settlement of an outstanding lawsuit for $7.0 million 
($4.3 million, net of taxes). 

(2) Included in fiscal 2001 and 2000 were non-cash stock option charges of approximately $0.8 million 
($0.5 million, net of taxes) and approximately $6.0 million ($3.7 million, net of taxes), respectively, relating 
to the granting of stock options to certain performers who are independent contractors. In addition, included 
in fiscal 2000 was a non- cash charge of $9.3 million ($5.7 million, net of taxes). In April 2000, we entered 
into a non-forfeitable agreement with Viacom whereby Viacom acquired approximately 2.3 million newly 
issued shares of our Class A common stock at $13 per share. 

(3) Concurrent with the issuance of shares in our initial public offering in October 1999 (the “Offering”’), we 
terminated our election to be subject to the provisions of Subchapter S and have become subject to the 
provisions of Subchapter C of the Internal Revenue Code. The provision for income taxes reflected in our 
historical consolidated financial statements through the date of our Offering relates only to foreign and certain 
state income taxes for those states that did not recognize Subchapter S status. 

(4) Included in our net (loss) income was the operating results of our discontinued operations, The World and the 

XFL and their respective estimated shutdown costs. 


Management’s Discussion and Analysis of Financial Condition and Results of Operations 

You should read the following discussion in conjunction with the audited consolidated financial statements 
and related notes included elsewhere in this Annual Report. 
Background 


We are an integrated media and entertainment company principally engaged in the development, production 
and marketing of television programming and live events and the licensing and sale of branded consumer products 
featuring our highly successful brands. 


Our operations are organized around two principal activities: 


Live and televised entertainment, which consists of live event and television programming. Revenues consist 
principally of attendance at live events, sale of television advertising time and sponsorships, domestic and 
international television rights fees and pay-per-view buys. 


Branded merchandise, which consists of licensing and direct sale of merchandise. Revenues include the 
marketing and sale of merchandise, magazines and home videos, and revenues from consumer products sold 
through third party licensees. 


Fiscal Year Ended April 30, 2003 compared to Fiscal Year Ended April 30, 2002 








better 
Net revenues 2003 2002 (worse) 
Live & Televised. sccscccceidsawedingsecdacaseadeeense. ous $ 295.4 §$ 323.5 (9%) 
Branded: Merchandise «05 ics cued etesea schiakes ban Goi eeee $ 78.9 $ 86.1 (8%) 
POCA isdcsisiey ousees wihewa evens canes oecuacuaenw be eoemeeoeww $ 374.3 $ 409.6 (9%) 








The following chart reflects comparative revenues and key drivers for each of the businesses within our live 
and televised segment: 








better 
Live & Televised Revenues 2003 2002 (worse) 
Dive Byents: «2 s.ci-ors4eKesd nsdn tech ees iewenniasemeaiaeans $ 72.2 $ 74.1 (3%) 
Number-of Events: « s.c<ssdsi0c assures aeeeseasieouce teens 327 237 38% 
Average Attendance: occsacic iincuveesesd4 donwevees deers 5,551 8,562 (35%) 
Avetage Ticket PLC + 26.4 scishisc poaldgunesetiibsnnaindyetaneaatys $ 38.82 $ 35.69 9% 
Pay-Per-View 0.2... 0.0 c cece cece ene e cece eee e ee nsnen ee eeees $ 91.1 $ 112.0 (19%) 
Number of Domestic Buys ............... cece eee ees 5,378,100 7,135,464 (25%) 
Retail Price,excluding Wrestlemania ..................... $ 29.95 $ 24.95 20% 
AGVETtISING® 2. Jcix4.0sacsaeecsienniasan thease taeieearenueads $ 72.9 $ 83.6 (13%) 
Average weekly household ratings for Raw ............. 37 4.6 (20%) 
Average weekly household ratings for SmackDown! .... 3.4 4.0 (15%) 
Sponsorship revenues ............ cee ee eee eee eee eee e eee $ 8.7 $ 13:2 (34%) 
Television Rights Fees: 
DOMESTIC 4.5. ccend ee Saw eee eie ed dee atin ee enc RG omnes $ 38.8 $ 35.0 11% 
Intemational w22c2cc.cce2ekicecsses ened edescasdancecesies $ 19.7 $ 18.3 8% 


The following chart reflects comparative revenues and certain drivers for selected business within our branded 
merchandise segment: 


























better 
Branded Merchandise Revenues 2003 2002 (worse) 
DAGONSING: deivvinii gluta Seabed wcahoxense sau doniewtewadsaecn $ 21.8 $ 24.4 (11%) 
Merchandise? «..2.e0ccueed diver sewtared abrwieesa comedsllbease $ 22.4 $ 26.2 (14%) 
Per Capita Spending 2... .0cc:0ccesdeesesdeeconsnesenacwes $ 9.15 $ 8.48 8% 
Publishing: 230i.cc0c0ciareeisansiaenes lodeidadeedlaeees $ 15:2 $ 16.3 (7%) 
Net Units: SOI ‘v2.c5.cé0-cacidne venndttaneuuteakewwenwe eeten 6,427,500 6,867,700 (6%) 
HOME VIMEO os ick. de cpseesies srdisiacaens acchovenddeecrdea cate Raewarw de Bavaria we ateee $ 13.8 $ 13.6 1% 
Net Units sold: 
DVD coeibadacrtaciene bosecstinu sane ob eaneinanaeeedeeeie een 916,200 625,900 46% 
INGAAS! erya de vansad Atndca we a te Bela EAR Rae 466,800 1,041,200 (55%) 
Internet Advertising .............. ce cee eee eee e teen teen eeees $ 4.9 $ 4.4 11% 
better 
Cost of Revenues 2003 2002 (worse) 
Live & Televised” ccccsce. tesco wenesaredeietetenceey caeendeaie $ 190.6 $ 194.2 2% 
Branded Merchandise .............c.ccccceccecvecvacescuecs $ 46.7 $ 56.9 18% 
tells cates cde eavees cepa cuciepaee ave avcubersesnnene seagate wa oe ave samen $ 237.3 $ 251.1 6% 
Profit Contribution Margin ................. 0. cece eee 37% 39% 
better 
Cost of Revenues-Live & Televised 2003 2002 (worse) 
Lave BV eCmts)>..2 23 racitisaenrtons hess, peg eo in edoniaws sakenen $ 56.1 $ 52.2 (7%) 
Pay=Pet-VieW isa nididaeietisaees edd nidaneaiesieaeleeeas $ 36.7 §$ 42.5 14% 
AOGVETUSING: 2 iirawecccputoiet Sa sadanceseenae degeMbanneeed ce $ 35.2 $ 36.9 5% 
TELEVISION 523 cc epoca ie sistem ees clsewreaia.ge aes Heed wad ee oleae s $ 50.2 $ 49.6 (1%) 
Other® o:4ccesoikevideees Mes acdhcthude belaidas hate nedastees $ 12.4 $ 13.0 5% 
Profit Contribution Margin ................... ce eee eee 35% 40% 


The decrease in the profit contribution margin was due primarily to the impact of the William Morris Agency, 
Inc. settlement, the fixed nature of our television production costs and the decline in pay-per-view revenues. 








better 
Cost of Revenues — Branded Merchandise 2003 2002 (worse) 
LICENSING v.50. selea whine saGd er adageoniane on saawerasevedesa eens $ 66 §$ 9.8 33% 
Merchandise s:.5.i0siceseadeece thee ae ean canes yteaneaneneeases $ 20.4 $ 22.6 10% 
Publishing 2.0.00... .. 000. c ccc cece cence eee c cece nsne eee eeees $ 94 §$ 10.0 6% 
Home: Vide Os:..i053 feaisacca tiled vkasaen eraaeud ined sea eaea een $ 6.5 $ 9.4 31% 
Digital Media s.:0024s iscneinesseadsareaatseasamees taasaaeien $ 33° (CS 5.0 34% 
Profit Contribution Margin ................. 0. cece eee ee 41% 34% 


The increase in the profit contribution margin was due in part to the absence of costs in fiscal 2003 related 
to our sponsoring of a National Hot Rod Association (“NHRA”) racing team and lower expenses associated with 
maintaining our web site in fiscal 2003 and higher inventory write-offs in the home video category in fiscal 2002. 


The following chart reflects the amounts and percent change of certain significant overhead items: 





better 
Selling, General & Administrative Expenses 2003 _2002— (worse) 
Staff related Expenses: 2.22. as ceewieaieds eecerdonancepecagues $36.6 $37.4 2% 
Legal and litigation) 230: aiiasd aside bbs daiasdseudeigateeds 18.4 14.6 (26%) 
Consulting and accounting fees .......................0 208. 8.9 8.9 —_— 
Advertising and promotion expenses ....................08. 8.6 9.4 9% 
Bad. debt:@xpense® cccck sedvieags denad teeseadeaenwey eevee deans 3.8 1.0 (280%) 
AML Other vi teucn een ie keetda vee eensenale eeeMieeeeeietases _ 23.0 _27.0 _ 15% 
Total SGA: jcce 2 eiidegnieh aiatery ese setae eevee $99.3 $98.3 1% 
SG&A as a percentage of net revenues .................... 27% 24% 


The increase in bad debt expense was related to a pay-per-view service and a cable system that distribute our 
pay-per-view events. Included in legal and litigation in 2003 was a $3.8 million offer to settle a legal dispute partially 
offset by $1.0 million of net favorable settlements. 


better 
2003 2002 (worse) 
Depreciation and Amortization .................0..0e cece $10.5 $10.2 (3%) 
better 
2003 2002 (worse) 


Interest EXPENSE: seas salted desbaws onieee suoeeenadene ese $ 0.8 $ 0.8 — 


The following reflects the amounts and percentage changes of certain significant interest income and 
other items: 





better 
Interest income and other, net 2003 2002 (worse) 
Interest INCOME! 34 cts vediseee de nieaesaaw Brae eGaewde bien $ 2.0 $10.6 (81%) 
Gain on sale/revaluation of warrants ...............0000000- —- $10.6 (100%) 
Impairment loss on equity investments .................... ($ 0.6) ($ 2.9) 719% 


The decrease in interest income is due to lower average interest rates earned on our investments as well as 
a loss of approximately $1.6 million from an investment in mortgage-backed securities. During fiscal 2002, we 
exercised and sold certain warrants resulting in a $6.8 million gain. In addition, as a result of our adoption of 
SFAS No. 133 in fiscal 2002, we recorded a $2.4 million gain from the revaluation of these warrants, and 
subsequent to our adoption of SFAS No. 133, we recorded an additional increase of $1.4 million in the revaluation 
of the warrants. 


better 
Provision for Income Taxes 2003 2002 (worse) 
PROVISION! 2%. c.civsiessing sence saspen ened aenswoeenereenecade $11.0 $25.0 56% 


Btfectrve: Tax Rate: aii coc ccigdivedudnGdocdarideiacwieetsiaecs 40.2% 37.0% 


The increase in the effective tax rate is due to capital losses generated in the current year which may not be 
deductible for tax purposes. We have determined that it is more likely than not these losses will not be fully utilized 
and as such, we have recorded a valuation allowance against these benefits. 


Discontinued Operations — XFL. Income from discontinued operations was $4.6 million for the fiscal year 
ended April 30, 2002. The results from fiscal 2002 reflected the reversal of shutdown reserves that were no longer 
required and the recognition of certain tax benefits. 


Discontinued Operations — The World. In February 2003, we closed the restaurant operations of our 
entertainment complex, The World, and in April 2003, we closed the retail operation. As a result, the operations 
of The World, as well as the estimated costs to shut down this business, have been reflected in discontinued 
operations. We recorded an after-tax charge of $8.9 million in the fourth quarter related to the estimated costs to 
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shut down this facility. This amount includes, in addition to other costs, rental payments required under the lease, 
net of management’s current estimate of potential sub-rental income. This lease expires on October 31, 2017. 


Loss from discontinued operations of The World, net of income taxes, was $26.7 million for the fiscal year 
ended April 30, 2003 as compared to a loss from discontinued operations, net of taxes, of $4.9 million for the fiscal 
year ended April 30, 2002. Included in fiscal 2003 was an impairment charge of $32.9 million ($20.4 million, after 
tax) as a result of impairment tests conducted on goodwill and other long-lived assets related to The World. 


Fiscal Year Ended April 30, 2002 compared to Fiscal Year Ended April 30, 2001 








better 
Revenues 2002 2001 (worse) 
Live: & Televised) iis saci ciovcee vais ucsesceadvaaneeseeanes $ 323.5 $ 335.7 (4%) 
Branded Merchandise .............. 00 :c cece cence eee e ee ee eee 86.1 102.5 (16%) 
MAN heccsces atlas ge csitetcn sa maesenceietioeaeioaannonel dekkenke $ 4096 $ 4382 (7%) 








The following chart reflects comparative revenues and key drivers for each of the businesses within our live 
and televised segment: 








better 
Live & Televised Revenues 2002 2001 (worse) 
Dive By Cts. icc. 03 adie ding Heaneseeraahaeetaadeteame vealend oa tes $ 74.1 $ 81.9 (10%) 
Number: of Events: ccc ccncansavcdussentvnee eatese scene 237 212 12% 
Average Attendance ............ cece eee e eee e eee eee ees 8,562 11,556 (26%) 
Average Ticket Price 2 o..cscyccseqduceeeeain ed bien aaes Ye $ 35.69 $ 32.63 9% 
Pay-Per-VieW sprscaaticndenwaeoeiaenceeimes nie xeaeewreads $ 112.0 $ 128.2 (13%) 
Number of Domestic Buys .............. 0. cece cece e eens 7,135,464 8,010,400 (11%) 
Advertising cc cevecnetadins ria neta eae does aewesteienedesaoiens $ 83.6 $ 90.3 (7%) 
Ratings for Raw-TNN ........... 0c cece cee eee een eee ees 4.6 5.0 (8%) 
Ratings for Raw-USA ......... 00. cece cece eee eens — 6.3 — 
Ratings for SmackDown! .......... 0... e cee eee eee eee es 4.0 4.6 (13%) 
Sponsorship revenues ............ cece e eee eee eee eee e eee $ 13:2 $ 12.5 6% 
Television Rights Pees 2.2300 ccctkdeaceseeveceee coeteneaas 
Domestic .........cc cece cece cece ccecceecesvecvsceeesense $ 35.0 $ 20.9 68% 
Intemational ic c<.3cdcc2eeiaud decadveceanawawnndeeecsetekes $ 18.3 $ 14.3 28% 


The following chart reflects comparative revenues and certain drivers for selected businesses within our 
branded merchandise segment: 








better 

Branded Merchandise Revenues 2002 2001 (worse) 
MAGENSING. a2. c1seu singe acawacces axeeias ace emit rnate antes $ 24.4 $ 35.6 (31%) 
Merchandise .......... 0. cece cee cece een eee een e eee e en eeeees $ 26.2 $ 28.9 (9%) 
Per Capita Spending .............. cece eee cece eee e ee eee $ 8.48 $ 8.29 2% 
PUBLISHING® ecinig Pedcddwvewiigeennd vendeawndennieediwesieaa $ 16.3 $ 17.0 (4%) 
Neb: titatts: SOLE: oasis occ ciate ste planes deosalstaucid Sieeiela Se clpdaed Mewleaetes 6,867,700 7,594,400 (10%) 
Home Video .......... cc cece cece cece eee e cee eeeneeceueuces $ 13.6 $ 12.2 11% 

Net units sold: 

DV Does ccd hae hee eee ee ee eel oa te 625,900 167,900 273% 
VIS es cansae cd oe tata nce wera toee eau een came 1,041,200 1,285,700 (19%) 
Internet Advertising ............. 00.0 e cece cece eee e eee nes $ 4.4 $ 5.6 (21%) 


better 














Cost of Revenues 2002 2001 (worse) 
Dave :&: Televised: :25.3.:4cvencivenetatanciesseonscuaeen eke $194.2 $188.5 (3%) 
Branded Merchandise ...............0.c cece cence cece eee ees 56.9 60.8 6% 
Total \scadicanceaieteded acts soniivens Siew eek eee Betas ouaaeh ee vas $251.1 $249.3 (1%) 

Profit Contribution Margin ................ 0... eee eee 39% 43% 

better 

Cost of Revenues — Live & Televised 2002 2001 (worse) 
Dive Byents.s..c.tcos5ekl ed cea keane ae wernseeeales $52.2 $60.9 14% 
Pay=Per=VieW. .ccckk.anieatedsee exadide ds buesesanvontawteds $42.5 $41.6 (2%) 
AOVETISING: « po524. FA kek Gude ed eende genes dda teen daees $36.9 $39.7 71% 
TeleViSION ..... eee cece cece nee e een eee e en eeeees $49.6 $38.6 (28%) 
Other? ec sscvner ceaoien shh rae ss nonceaoiewsaceadatidies san eees $13.0 $ 7.7 (69%) 

Profit Contribution Margin .................. cece eee eee 40% 44% 


The decrease in the profit contribution margin was due primarily to the decrease in pay-per-view revenues. 


better 
Cost of Revenues — Branded Merchandise 2002 2001 (worse) 
LACENSING: a5 scent ndaguenned taney cesetaudnienddeneeeans $ 9.8 $13.8 29% 
Merchandise .......... 0. cc cece ence e cece eee ence eee e en eneees $22.6 $23.9 5% 
PUBLISHING 13 stacepscuceetateuscurs os eenwearemaunieupenes $10.0 $ 9.7 (3%) 
HOME: VIdEOr txccccxsac ncedsncesn cuskneaaadhatiee eaaeeenids $ 9.4 $ 6.2 (52%) 
Digital Media ....... 0.0.00... ccc cece cece cece nn nnn eeeeees $ 5.0 $ 4.9 (2%) 


Profit Contribution Margin ................ 0... e eee eee 34% 38% 
The decrease in the profit contribution margin was due to the mix of product within the segments. 


The following chart reflects the amounts and percent change of certain significant overhead items: 


better 
Selling, General & Administrative Expenses 2002 2001 (worse) 
Staff related expenses......... 0... ce cece e eee e eee e eee eee $37.4 $37.8 1% 
Legal and litigation... iii: sasgsegealaaedchaeei ened ephawss 14.6 16.1 9% 
Consulting and accounting fees................... 0. eee. 8.9 9.1 2% 
Advertising and promotion expenses.....................04. 9.4 5.4 (74%) 
ALL OUD CD yisis.ti6-cutiiee vegien raahlnegovilsaadsatia peaa dane bgaawes 28.0 28.1 _ 
Total SGQ@A La Livres ace ieaget ous eh and seeeatesg eennenNeets $98.3 $96.5 (2%) 

SG&A as a percentage of net revenues .................. 24% 22% 


The increase in advertising and promotion expenses was due primarily to our contractual agreement to purchase 
$7.0 million of advertising time from a media company. This agreement was entered into in connection with our 
acquisition of certain assets of WCW, Inc. in March 2001 and is in effect through June 2004. See “Liquidity and 
Capital Resources.” 


better 
2002 2001 (worse) 
Depreciation and Amortization .................00.eeeee eee $10.2 $ 4.7 (117%) 


The increase in depreciation and amortization was due in part to the accelerated write-off of approximately 
$2.1 million of architectual costs in 2002 related to our cancelled project in Las Vegas, as well as higher depreciation 
and amortization related to increased capital spending in fiscal 2002 and 2001. 


better 
2002 2001 (worse) 


INterest: EXPense. ves: c5aetoigies satheceosareaies en herd eee ce $ 0.8 $ 0.9 11% 


The following reflects the amounts and percentage changes of certain significant interest income and 
other items: 





better 
Interest Income and Other, net 2002 2001 (worse) 
Interest Income’. ¢..2.33.0idkeny eee otsechay eetetadeuceue nce hs $10.6 $15.3 (31%) 
Gain on sale/Revaluation of warrants ..................000. $10.6 — — 
Impairment loss on equity investments .................... ($ 2.9) _— — 


The decrease in interest income was a result of lower average interest rates in fiscal 2002. During fiscal 2002, 
we exercised and sold certain warrants resulting in a $6.8 million gain. In addition, as a result of our adoption of 
SFAS No. 133 in fiscal 2002, we recorded a $2.4 million gain from the revaluation of these warrants, and subsequent 
to our adoption of SEAS No. 133, we recorded an increase of $1.4 million in the revaluation of the warrants. 





better 
Provision for Income Taxes 2002 2001 (worse) 
PROVISION 55 565,58 Chk a ee OES caw inna raenaeuuaRe eas $25.0 $38.1 34% 


Bifective Tax Rate: .cscdcehccietecasies obdeaedndans shauvans 37.0% 37.2% 


Discontinued Operations — XFL. Income from discontinued operations of the XFL, net of minority interest 
and income taxes, was $4.6 million for the fiscal year ended April 30, 2002 as compared to a loss from discontinued 
operations of $46.9 million for the fiscal year ended April 30, 2001. The results from fiscal 2002 reflected the 
reversal of shutdown reserves that were no longer required and the recognition of certain tax benefits. Included 
in the net loss for fiscal 2001 was a loss from operations of $31.3 million and a loss on the shutdown of $15.6 million. 
The estimated shutdown costs consisted primarily of staff, lease and labor obligations, write-offs of certain fixed 
assets and accounts receivable and inventory write downs. 


On June 12, 2000, NBC purchased approximately 2.3 million newly issued shares of our Class A common 
stock at $13 per share for a total investment of $30.0 million. As a result of the stock purchase, which was at a 
below market price, we recorded a non-cash charge of $10.7 million, which was being amortized over 30 months. 
Amortization of $3.7 million during fiscal 2001 was reflected in discontinued operations. As a result of our decision 
to discontinue operations of the XFL, we wrote off the remaining unamortized asset of $7.0 million which was 
also reflected in discontinued operations. In May 2002, we repurchased 2.3 million shares of our Class A common 
stock from NBC for $27.7 million. 


Discontinued Operations — The World. Loss from discontinued operations of The World, net of income 
taxes, was $4.9 million for the fiscal ended April 30, 2002 as compared to $1.6 million for the fiscal year ended 
April 30, 2001. 


Liquidity and Capital Resources 


Cash flows from operating activities for the fiscal years ended April 30, 2003 and 2002 were $21.1 million 
and $57.9 million, respectively, and cash flows used for operating activities was $23.4 million for fiscal 2001. Cash 
flows provided by operating activities from continuing operations were $28.0 million in fiscal 2003 as compared 
to $76.5 million in fiscal 2002 and $62.0 million in fiscal 2001. Working capital, consisting of current assets less 
current liabilities, was $275.1 million as of April 30, 2003 and $322.1 million as of April 30, 2002. 


Cash flows provided by investing activities were $49.7 million in fiscal 2003 and cash flows used in investing 
activities for the fiscal years ended April 30, 2002 and 2001 were $22.7 million and $141.5 million, respectively. 
As of April 30, 2003, we had approximately $102.4 million invested primarily in short-term municipal securities 
and corporate paper which consisted primarily of AA or AAA rated instruments. The maturities of these instruments 
are generally for a term of three months or shorter. In addition, we had approximately $40.2 million invested in 
mutual funds, which primarily held AAA and AA rated instruments. Our investment policy is designed to assume 
a minimum of credit, interest rate and market risk. 


In fiscal 2003, we had capital expenditures of approximately $10.6 million, consisting primarily of digital 
media equipment for our wweshopzone.com web site, television equipment and building improvements. Capital 
expenditures for fiscal 2004 are expected to be between $7.5 million — $10.0 million, which includes a conversion 
of our critical business and financial systems, television equipment and building improvements. 


In March 2003, we acquired a film library and certain other assets for $3.0 million from an unaffiliated 
professional wrestling organization. In March 2001, we acquired certain assets of the WCW brand, including trade 
names, tape library and other intangible assets from a subsidiary of AOL Time Warner for approximately 
$2.5 million. In addition, we incurred certain related costs to acquire these assets of approximately $6.6 million. 


Cash flows used in financing activities for the fiscal year ended April 30, 2003 was $28.8 million and cash 
flows provided by financing activities $6.8 million and $107.5 million for the fiscal years ended April 30, 2002 
and 2001, respectively. 


In June 2003, our board of directors approved the payment of a quarterly dividend of $0.04 per share on all 
Class A and Class B common shares. 


In June 2003, we purchased approximately 2.0 million shares of common stock from Viacom for approximately 
$19.3 million. 


In 1997, we entered into a mortgage loan agreement under which we borrowed $12.0 million at an annual 
interest rate of 7.6% to be repaid in monthly installments over 15 years. This term loan is collateralized by our 
executive offices and television production studio, both of which are located in Stamford, Connecticut. The term 
loan may not be prepaid in whole or in part prior to and through January 1, 2006. Thereafter, the term loan may 
be prepaid in whole with the payment of a premium. As of June 6, 2003, the outstanding principal amount of the 
term loan was $9.2 million. 


In 2000 we entered into a lease agreement for a 1998 Canadair Challenger 604 airplane. The term of this aircraft 
lease is for twelve years ending on October 30, 2012. The monthly lease payment is determined by a floating rate, 
which is based upon the 30-day US Commerical Paper Rate as stated by the Federal Reserve plus 1.95%. The current 
monthly payment is approximately $120,000. At the end of the term of the lease agreement, we have guaranteed 
the lessor up to $2.5 million if the jet is sold for less than $9.0 million. 


We have entered into various other contracts under which we are required to make guaranteed payments, 
including: 


e Performer contracts providing for future minimum guaranteed payments. 


e Television distribution agreements with Viacom affiliates UPN and TNN that provide for the payment of 
the greater of a fixed percentage of the revenues from the sale of television advertising time or an annual 
minimum payment. Our current agreement for UPN programming covers two hours of programming every 
week and expires in September 2003. Under the terms of our new agreement with UPN, which is effective 
October 2003, we will receive a weekly rights fee for our SmackDown! program and UPN would sell all 
of the advertising time. The balance of our Viacom agreement covers five hours of programming every week 
and expires in September 2005. 


Advertising commitments to a media company over a three year period, ending June 2004. 


Various operating leases for our offices. 


e Employment contract with Vincent K. McMahon, which is for a seven-year term commencing in October 
1999 and in addition, a talent contract which is co-terminous with his employment contract. 


e Employment contract with Linda E. McMahon, which is for a four-year term commencing in October 1999. 
Pursuant to its terms, this contract was renewed for an additional year. 


e Employment contracts with certain of our employees, which are generally for one to three year terms. 


e Service contracts with certain of our independent contractors, which are generally for one to four year terms. 


Our aggregate minimum payment obligations under these contracts as of April 30, 2003 was as follows: 


Payments due by period 


($ in millions) 

















Less than After 
1 year 1-3 years 4-5 years 5 years Total 

Long-term debt ............00eceeeeee eee eee ees $ 0.8 $ 1.7 $ 1.9 $ 5.5 $ 9.9 
Operating leases .......... 2. cece e eee e eee ee es $ 3.0 $ 4.6 $ 4.2 $ 6.6 $ 18.4 
Television programming agreements .......... $12.8 $ 5.8 $ 2.4 $ 2.7 $ 23.7 
Other commitments ................e eee e ee eee $34.4 $18.6 $ 7.8 $ — $ 60.8 
Total Commitments from Continuing 

Operations ............. ccc eee eee eeeeeees $51.0 $30.7 $16.3 $14.8 $112.8 
Operating lease — The World (1) ............ $ 2.5 $ 5.4 $ 5.7 $32.7 $ 46.3 
Total ic sacaecisarcediter nes aioveadansoarandeers $53.5 $36.1 $22.0 $47.5 $159.1 





(1) Excludes any estimated sub-rental income. 


We believe that cash generated from operations and from existing cash and short-term investments will be 
sufficient to meet our cash needs over the next twelve months for working capital, quarterly dividends, capital 
expenditures and strategic investments as well as costs related to the shut down of The World. 


Seasonality 


Our operating results are not materially affected by seasonal factors; however, because we operate on a 
fiscal calendar, the number of pay-per-view events recorded in a given quarter may vary. In addition, revenues from our 
licensing and direct sale of consumer products, including through our catalogs, magazines and Internet sites, may vary 
from period to period depending on the volume and extent of licensing agreements and marketing and promotion 
programs entered into during any particular period of time, as well as the commercial success of the media exposure 
of our characters and brand. The timing of these events as well as the continued introduction of new product offerings 
and revenue generating outlets can and will cause fluctuation in quarterly revenues and earnings. 


Inflation 


During the past three fiscal years, inflation has not had a material effect on our business. 
Application of Critical Accounting Policies 


Critical Accounting Policies 


We believe the following are the critical accounting policies used in the preparation of our financial statements, 
as well as the significant judgments and estimates affecting the application of these policies. 


Revenue Recognition 
Pay-per-view programming: 


Revenues from our pay-per-view programming are recorded when the event is aired and are based upon our 
initial estimate of the number of buys achieved. This initial estimate is based on preliminary buy information 
received from our pay-per-view distributors. Final reconciliation of the pay-per-view buys occurs within one year 
and any subsequent adjustments to the buys are recognized on a cash basis. As of April 30, 2003, our pay-per-view 
Accounts Receivable was $24.3 million. If our initial estimate is incorrect, it can result in significant adjustments 
to revenues in subsequent years. 
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Television advertising: 


Revenues from the sale of television advertising are recorded when the commercial airs within our 
programming and are based upon contractual amounts previously established with our advertisers. These contractual 
amounts are typically based on the advertisement reaching a desired number of viewers. If an ad does not reach 
the desired number of viewers, we record an estimated reserve to reflect rebates or future free advertising due to 
advertisers, based on the difference between the intended delivery (as contracted) and actual delivery of audiences. 
As of April 30, 2003, our estimated reserve was $6.9 million. If our estimated reserves are incorrect, revenues in 
subsequent periods would have to be adjusted. 


Home Video: 


Revenues from the sales of VHS and DVD titles are recorded when shipped by our distributor to wholesalers/ 
retailers, net of an allowance for estimated returns. The allowance for estimated returns is based on historical 
information and current industry trends. As of April 30, 2003, our home video returns allowance was $1.5 million. 
If we do not accurately predict returns, we may have to adjust revenues in future periods. 


Magazine publishing: 


Publishing newsstand revenues are recorded when shipped by our distributor to wholesalers/retailers, net of 
an allowance for estimated returns. We estimate the allowance for newsstand returns based upon our review of 
historical return rates and the expected performance of our current titles in relation to prior issue return rates. As 
of April 30, 2003, our newsstand returns allowance was $5.0 million. If we do not accurately predict returns, we 
may have to adjust revenues in future periods. 


Allowance for Doubtful Accounts 


Our receivables represent a significant portion of our current assets. We are required to estimate the 
collectibility of our receivables and to establish allowances for the amount of receivables that we estimate to be 
uncollectible. We base these allowances on our historical collection experience, the length of time our receivables 
are outstanding and the financial condition of individual customers. As of April 30, 2003, our allowance for doubtful 
accounts was $5.3 million. Changes in the financial condition of significant customers, either adverse or positive, 
could impact the amount and timing of any additional allowances that may be required. 


Initial Adoption of Accounting Policies 


In August 2001, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial 
Accounting Standard (“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets.” 
During 2003, the economic conditions surrounding our entertainment complex in New York City and its continued 
weak operating results indicated potential impairment. The impairment test prescribed by SFAS No. 144 was 
performed and ultimately resulted in a non-cash pre-tax impairment charge of $30.4 million that was recorded in 
the current year. In conjunction with the impairment test above, it was determined that goodwill related to the 
purchase of The World was also impaired and as a result, we recorded an additional non-cash pre-tax charge of 
$2.5 million in accordance with SFAS No. 142, “Goodwill and Other Intangible Assets”. 


In June 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal 
Activities”. In February 2003, we closed the restaurant operations at The World and in April 2003, we closed the 
retail operations at the facility. Total costs related to the shut down of these operations are estimated to be 
$8.9 million, net of applicable tax benefits of $3.3 million and were recorded as discontinued operations in our 
consolidated financial statements in the current year, in accordance with SFAS No. 146. 
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Recent Pronouncements 


In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44, and 64, Amendment 
of FASB Statement No. 13, and Technical Corrections.” This Statement amends existing authoritative 
pronouncements to make various technical corrections, clarify meanings, or describe their applicability under 
changed conditions. This statement became effective for us on May 1, 2003 and does not have a material impact 
on our operating results or financial position. 


In November 2002, the FASB issued FASB Interpretation No. (“FIN”) 45, “Guarantor’s Accounting and 
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others.” The disclosure 
requirements of FIN 45 were effective for financial statements of interim or annual periods ending after December 
15, 2002 and did not have a material impacton our consolidated financial statements. 


In January 2003, the FASB issued FIN 46, “Consolidation of Variable Interest Entities.” FIN 46 requires us 
to consolidate a variable interest entity if we are subjected to a majority of the risk of loss from the variable interest 
entity’s activities or entitled to receive a majority of the entity’s residual returns, or both. We currently lease a 
corporate jet which is not held in a variable interest entity, and, accordingly is accounted for as an operating lease. 
We do not currently have any interests in variable interest entities and, accordingly do not expect the adoption of 
FIN 46 to have a material impact on our consolidated financial statements. 


In November 2002, the Emerging Issues Task Force (“EITF’) reached a consensus on Issue No. 00-21, 
“Revenue Arrangements with Multiple Deliverables.” EITF Issue No. 00-21 provides guidance on how to account 
for arrangements that involve the delivery or performance of multiple products, services and/or rights to use assets. 
The provisions of EITF Issue No. 00-21 will apply to revenue arrangements entered into in fiscal periods beginning 
after June 15, 2003. The adoption of this consensus is not expected to have a material impact on our consolidated 
financial statements. 


In November 2001, the EITF reached a consensus on Issue No. 01-09, “Accounting for Consideration Given 
by a Vendor to a Customer (Including a Reseller of the Vendor’s Products)”. This consensus addresses income 
statement characterization issues and recognition and measurement issues relating to consideration given by a 
vendor to a customer. As a result of this pronouncement, we reclassified $1.7 million in fiscal 2003 and $1.3 million 
in fiscal 2002 and 2001 of discounts previously classified as expenses to the prescribed accounting as a reduction 
of revenue. 


In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments with 
Characteristics of both Liabilities and Equity.” SFAS No. 150 establishes standards for how an issuer classifies and 
measures in its balance sheet certain financial instruments with characteristics of both liabilities and equity. It is 
effective for us in the second quarter of 2004, but, because we have no instruments falling under the provisions 
of SFAS No. 150, it will not have an impact on our consolidated financial statements. 


Cautionary Statement for Purposes of the “Safe Harbor” Provisions of the Private Securities Litigation 
Reform Act of 1995 


The Private Securities Litigation Reform Act of 1995 provides a “safe harbor’ for certain statements that are 
forward-looking and are not based on historical facts. When used in this Annual Report, the words “may,” “will,” 
“could,” “anticipate,” “plan,” “continue,” “project,” “intend”, “estimate”, “believe”, “expect” and similar 
expressions are intended to identify forward-looking statements, although not all forward-looking statements 
contain such words. These statements relate to our future plans, objectives, expectations and intentions and are not 
historical facts and accordingly involve known and unknown risks and uncertainties and other factors that may cause 
the actual results or the performance by us to be materially different from future results or performance expressed 
or implied by such forward-looking statements. The following factors, among others, could cause actual results 
to differ materially from those contained in forward-looking statements made in this Annual Report, in press releases 
and in oral statements made by our authorized officers: (i) our failure to continue to develop creative and entertaining 
programs and events would likely lead to a decline in the popularity of our brand of entertainment; (ii) our failure 
to retain or continue to recruit key performers could lead to a decline in the appeal of our story lines and the 


99 66 27 66 
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popularity of our brand of entertainment; (iii) the loss of the creative services of Vincent McMahon could adversely 
affect our ability to create popular characters and story lines; (iv) our failure to maintain or renew key agreements 
could adversely affect our ability to distribute our television and pay-per-view programming, and in this regard 
our primary distribution agreement with Viacom runs until Fall 2004 for its UPN network and Fall 2005 for its 
TNN network; (v) we may not be able to compete effectively with companies providing other forms of entertainment 
and programming, and many of these competitors have greater financial resources than we; (vi) we may not be 
able to protect our intellectual property rights which could negatively impact our ability to compete in the sports 
entertainment market; (vii) general economic conditions or a change in the popularity of our brand of sports 
entertainment could adversely impact our business; (viii) risks associated with producing live events, both 
domestically and internationally, including without limitation risks that our insurance may not cover liabilities 
resulting from accidents or injuries and that we may be prohibited from promoting and conducting live events if 
we do not comply with applicable regulations; (ix) uncertainties associated with international markets; (x) we could 
incur substantial liabilities, or be required to conduct certain aspects of our business differently, if pending or future 
material litigation is resolved unfavorably; (xi) any new or complementary businesses into which we may expand 
in the future could adversely affect our existing businesses; (xii) through his beneficial ownership of a substantial 
majority of our Class B common stock, our controlling stockholder can exercise significant influence over our 
affairs, and his interests could conflict with the holders of our Class A common stock; and (xiii) a substantial number 
of shares will be eligible for future sale by our current majority stockholder, and the sale of those shares could lower 
our stock price. The forward-looking statements speak only as of the date of this Annual Report and undue reliance 
should not be placed on these statements. 


Quantitative and Qualitative Disclosures about Market Risk 


In the normal course of business, we are exposed to foreign currency exchange rate, interest rate and equity 
price risks that could impact our results of operations. Our foreign currency exchange rate risk is minimized by 
maintining minimal net assets and liabilities in currencies other than our functional currency. 


Interest Rate Risk 


We are exposed to interest rate risk related to our debt and investment portfolio. Our debt primarily consists 
of the mortgage related to our corporate headquarters, which has an annual interest rate of 7.6%. Due to the recent 
decreases in mortgage rates, this debt is now at arate in excess of market, however due to the terms of our agreement 
we are prohibited from refinancing for several years. The impact of the decrease in mortgage rates is considered 
immaterial to our consolidated financial statements. 


Our investment portfolio consists primarily of government obligations, highly rated corporate obligations and 
bond mutual funds, with a strong emphasis placed on preservation of capital. In an effort to minimize our exposure 
to interest rate risk, our investment portfolio’s dollar weighted duration is less than two years. Due to the nature 
of our investments and our strategy to minimize market and interest rate risk, our portfolio would not be materially 
impacted by adverse fluctuations in interest rates. 
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World Wrestling Entertainment, Inc. 


CONSOLIDATED STATEMENTS OF OPERATIONS 
(dollars in thousands, except per share data) 


Fiscal year ended April 30, 














2003 2002 2001 
INGT;TEVENUES! tec citoneenasctcleon bexkicn areata saan mation eses $374,264 $409,622 $438,139 
GoOst-OF TEVENUES: 2.6.3.0 0260 6 eons isda dadavidbecakieadscwwontaweees 237,343 251,124 249,308 
Selling, general and administrative expenses .................64. 99,349 98,291 96,486 
Depreciation and amortization ......... 00. ce cece eee cece eee ee eee 10,545 10,174 4,736 
OperatinS INCOME «00.5 veanad ade ves wyemcasaereessenes vee ve bee 27,027 50,033 87,609 
Itrest:CXPENSe>.s.ds ncciresausenr ae unewewades ad Geer esaaes agian’ s 783 784 856 
Interest income and other, net ........... 0... cece cece eee eee eee 1,114 18,202 15,916 
Income from continuing operations before income taxes ........ 27,358 67,451 102,669 
Provision for incOMe taX€S ......... 6c e cece cece eee eee eees 10,996 24,953 38,143 
Income from continuing operations ............. cece eee eee eee 16,362 42,498 64,526 





Discontinued Operations: 
Loss from XFL operations, net of taxes of $17,679 and 
MUINOPICY WLETESE nes scscaetdaerwotahenes werewsekedeaelyedns — — (31,293) 
Estimated income (loss) on shutdown of the XFL, net of 
taxes of $2,917 and $5,265 for fiscal 2002 and 2001, 
respectively, and minority interest .................. cece eee — 4,638 (15,617) 


Income (loss) from discontinued operations — XFL ......... —_ 4,638 (46,910) 


Loss from The World operations, net of taxes of 
$16,359, $3,006 and $999 for fiscal 2003, 2002 


















































and ZOO, respectively a4 siysnunctsnensea seated onesie tens (26,691) (4,903) (1,629) 
Estimated loss on shutdown of The World, net of 
CAKES OF $3297 setecsssSecne seueuns bee kweere seen swmoneesad (8,866) — — 
Loss from discontinued operations — The World ............ (35,557) (4,903) (1,629) 
Loss from discontinued operations ............... cece eee eee (35,557) (265) (48,539) 
Net income (lOSS) 10.0.0... cece cece cence eee ence e teen ee eeneees $ (19,195) $ 42,233 $ 15,987 
Earnings (loss) per common share-Basic: 
Continuing operations .......... 0. cece eee eee e eee eect eee ees $0.23 $ 0.58 $0.90 
Discontinued operations ............. 2.0 c cece cence eee eee ees $ (0.50) $ — $ (0.67) 
Net income (lOSS) ....... 0. cece cece cence eee eee n eet een eeeees $ (0.27) $ 0.58 $ 0.22 
Earnings (loss) per common share-Diluted: 
Continuing operations ............ cece eee eee e eee eee $ 0.23 $ 0.58 $0.90 
Discontinued operations ............. 2.0 c eee e cece cece eee eines $ (0.50) $ — $ (0.67) 
Net income (lOSS) 1.0.0.0... cece cee cece cece eee eee n eee een eeeees $ (0.27) $ 0.58 $ 0.22 








See Notes to Consolidated Financial Statements. 
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World Wrestling Entertainment, Inc. 


CONSOLIDATED BALANCE SHEETS 
(dollars in thousands) 


ASSETS 
CURRENT ASSETS: 

Cash and cash equivalents «oo... scccivdeceeee ere yee we red segetewemewedenke 
SHOP-tErM ANVESHMENIS. «cies crew cisareacdhetattean cede eeraaasicagheae bisa ke 
Accounts receivable (less allowance for doubtful accounts of $5,284 and 

$2,840 as of April 30, 2003 and 2002, respectively) ...............00. 000s 
Inventory; Net .cs is eiesdsandseapaanssGeetaesiee dphandiogads chowearensennies 
Prepaid expenses and other current assetS ........... 0. cece eee cnet eee eens 
Assets of discontinued operations ........... 0... eee c eee ete ete teen eens 


‘Total CUEPENt ASSES” cdc ox oseia ae nae Bee Sat danes vee eda geeeaes vee 


PROPERTY AND EQUIPMENT — NET ............. 0... e cece eee eee eee eee 
INTANGIBLE ASSEUS: esaciccsosaheeoub aes seheae dahdes Seamrdieeeeenehetees 
OTHER ASSETS cous ccccue deducts yieeuny dese ein edses temsee tees Meee 


TOTALCASSENS: cgceernd sada ceuscuenavoii ae seuaas ee Oude ies abn tees cormaees 


LIABILITIES AND STOCKHOLDERS’ EQUITY 
CURRENT LIABILITIES: 
Current portion of long-term debt .......... 0... e eee eee ee 
Accounts: payable: <scoi i acsanabsininesoesMidaisduiosteieesienseahpenedenws 
Accrued expenses and other liabilities .......... 0.0... cece cence erence eee 
Deterred NCOMeE® picts adans tos debt agthdwae piece esieos ade Re sadeseeeosinensws 


COMMITMENTS AND CONTINGENCIES 


STOCKHOLDERS’ EQUITY: 
Class A common stock:($.01 par value; 180,000,000 shares authorized; 
18,215,427 shares and 18,184,177 shares issued as of April 30, 2003 
and 2002, respectively)® osceveniecssoencseue ns tede sie ee scented Ceceeeweses 
Class B common stock: ($.01 par value; 60,000,000 shares authorized; 
54,780,207 shares issued as of April 30, 2003 and 2002 ................. 
Treasury stock (2,578,769 shares and 100,000 shares as of April 30, 2003 
and..2002; respectively): .asised ..taedhseddedaucey eos Con daw oweeaet neg ks 
Additional paid-in capital 2.0.0.0... . cece cece cece cece nent eee en eenenes 
Accumulated other comprehensive income (loss) .............ee scene eee ee 
Retamed: €amings s.c.cctccedayeurinseeenut poe wets ehease sere esteneeseueuee ees 


Total stockholders’ equity ........ 0... cece cece cece nee e een e eee e ene en eee 
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY ................... 


See Notes to Consolidated Financial Statements. 
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As of April 30, 





























2003 2002 
$128,473 $ 86,396 
142,641 207,407 
49,729 63,762 
839 1,451 
18,443 15,760 
21,129 44,256 
361,254 419,032 
59,325 59,214 
12,055 9,055 
4,623 8,051 
$437,257 $495,352 
$ 777 $ 601 
14,188 19,490 
34,991 45,963 
24,662 23,190 
11,554 7,368 
86,172 96,612 
9,126 9,302 
182 181 
548 548 
(30,569) (1,139) 
297,315 296,938 
243 (525) 
74,240 93,435 
341,959 389,438 
$437,257 $495,352 








World Wrestling Entertainment, Inc. 
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND 
COMPREHENSIVE INCOME (LOSS) 

(dollars and shares in thousands) 


Balance, May 1, 2000 ............... 


Comprehensive income: 


Net income ...............ce cece eee 
Translation adjustment ............ 
Unrealized holding loss, net of tax ... 


Total comprehensive income ......... 


Issuance of common stock ........... 
Stock issuance costS ..............065 
Non-cash stock issuance charge ...... 
Stock option charge .................. 
Exercise of stock options ............ 


Tax benefit from exercise of stock 


OPUODS' instasies sesadaesauaessan ens 
Balance, April 30, 2001 ............. 


Comprehensive income: 


Netincome: ois. igskeoii nineties 
Translation adjustment ............ 
Unrealized holding gain, net of tax ... 


Total comprehensive income ......... 


Purchase of treasury stock ........... 
Exercise of stock options ............ 


Balance, April 30, 2002 ............. 


Comprehensive loss: 


NGC 1OSS:. i ssc¢ san ine Seaneeeteseges ee 
Translation adjustment ............ 
Unrealized holding gain, net of tax ... 


Total comprehensive loss ............ 
Purchase of treasury stock ........... 


Proceeds from sale of treasury stock .... 
Exercise of stock options ............ 


Tax benefit from exercise of stock 


OPHONS: i... scvakeieviwsdaetie Maeiets 
Balance, April 30, 2003 ............. 


Common Stock 


Accumulated 


Additional Other 


Treasury _Paid-in 





Comprehensive Retained 


























Shares Amount _ Stock Capital Income (loss) Earnings Total 

... 68,167 $682 $ — $222,535 $ 105 $ 35,215 $258,537 
ae —_— — 15,987 = 15,987 
Ss — — — — (175) —_— (175) 

= — — — (527) — (527) 
ve 15,285 
... 4,615 46 — 59,954 — — 60,000 
one — — —_— (534) —_ —_— (534) 
ae — — — 10,673 — — 10,673 
ae — — — 1,092 — — 1,092 
— 150 1 —_— 2,549 —_— —_ 2,550 
ohx —_— —_— _— 256 —_— _— 256 
... 72,932 729 — 296,525 (597) 51,202 347,859 
aes — — 42,233 42,233 
a — — — —_— 37 — 37 

= _ _ 35 _ 35 
mae 42,305 
... (100) — (1,139) —_— _— — (1,139) 
— 32 — —_ 413 _— —_— 413 
... 72,864 729 (1,139) 296,938 (525) 93,435 389,438 
nee — — (19,195) (19,195) 
oe — — — — 322 —_— 322 

=. = = 446 = 446 
ees (18,427) 
... (2,489) — = (29,554) —_— —_ — (29,554) 

iG = 124 (47) = = qT 
a 31 1 -_ 404 -_ _ 405 
wes —_— — = 20 — _— 20 
... 70,416 $730 $(30,569) $297,315 $ 243 $ 74,240 $341,959 














See Notes to Consolidated Financial Statements. 
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World Wrestling Entertainment, Inc. 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


(dollars in thousands) 


OPERATING ACTIVITIES: 
Net (loss) income::.s,:-cciaccaveseu cae ce dade ade are edwin Sead ad ean we ew eceens 
Adjustments to reconcile net (loss) income to net cash provided by 

(used in) operating activities: 

Loss from discontinued operations ............0. ccc e cece eee eee ee 

Gain on sale of property and stock, and revaluation of warrants, net ...... 

Cumulative effect of change in accounting principle, net of tax ........... 

Depreciation and amortization .......... 0... cece cece eee eee eee ee 

Amortization of deferred income ............... cece eee e eee eee eee 

Provision for doubtful accounts ........ 0... cece eee eee eee 

Provision for inventory obsolescence ..........0. 0c cece een eee eee eee 

StOckK OPUON Charges. cincaga nde nie cardarensdiea ee bincaatawunnewgesaeaians 

Provision (benefit) for deferred income taxes ............ 0000 cc cece eens 

Changes in assets and liabilities: 
Accounts receivable: s:.coscncsegncesearinta dian Gatweleus Maberaiinneddas 
INVENLOLY £.:h6dnn descr heeak Sage eseded SAG reed Gnd tade COG ide we eel 
Prepaid expenses and other assets ......... 2.00.2 e cece eee eee e een eens 
PRCCOUMIS: Pay ADE! gs. decsex.Suayauavsosnenettvauand Sugies used Gag nyakses Ba Ghd dmiden Gia h tuaiele Rcbyateedior 
Accrued expenses and other liabilities 2.0.2.0... 0... e cece eee eee 
Deferred ncome: ¢cancteasicisinciatdpdenherens aveatsans bheameneioes 


Net cash provided by continuing operations ................0.-0000- 
Net cash used in discontinued operations ...............00:e0e eee ee 


Net cash provided by (used in) operating activities .................. 
INVESTING ACTIVITIES: 
Purchases of property and equipment ................ ec cece cece eee eee 
Acquisitions, net of cash acquired ........... 00. c cece cence eee ene eee 
Sale (purchase) of short-term investments, net ................0 00s eee eee 
Net proceeds from the sale of investments ................0 0 cee ee eee eee 


Net cash provided by (used in) continuing operations ............... 

Net cash used in discontinued operations ...............00:e0 eee eee 

Net cash provided by (used in) investing operations ................. 
FINANCING ACTIVITIES: 

Repayments of long-term debt ............. 0.00 cece cece tent eee eee 

Proceeds from capital lease agreement ............... 00 cece eee ee eee eee 


Common stock issued, including treasury stock reissued, net of stock 
ISSUANCE: COSTS: $5,555 %eGeientsthn a sie scsi stent nas alata Brenavensy endear aye ame thangiast 


Repurchase of Class A common stock ........... 0.00. e cece eee eee ees 
Proceeds from exercise of stock options .............. 00 cece eee eee eee 
Net cash (used in) provided by continuing operations ............... 
Net cash provided by discontinued operations ....................0. 


Net cash (used in) provided by financing activities .................. 


NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ... 
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD .......... 


CASH AND CASH EQUIVALENTS, END OF PERIOD .................. 


SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid during the period for income taxes, net of refunds ............. 
Cash paid during the period for interest .................... 000. e eee ee 
SUPPLEMENTAL NON-CASH INFORMATION: 
Recéipt-of Warrants: ss icsccxcgen oe va aah san webs bathe hed ea ae ae 


Year Ended April 30, 









































2003 2002 2001 
($ 19,195) $42,233 $ 15,987 
35,557 265 48,539 
= (5,287) (1,249) 

_ (1,487) a 
10,545 10,174 4,736 
(1,268) (1,270) (407) 
3,697 900 1,239 
797 3,780 803 

= — 760 
1,650 (1,433) 2,235 
10,334 7,388 (12,936) 
(185) (1,086) (2,196) 
(614) 5,689 (3,906) 
(5,302) 25 2,086 
(10,724) 6,403 6,812 
2,740 10,179 (454) 
28,032 76,473 62,049 
(6,894) (18,587) (85,403) 
21,138 57,886 (23,354) 
(10,593) (12,499) (21,554) 
(3,000) (4,900) (4,155) 
65,416 (13,070) (87,794) 
= 12,914 11,305 
51,823 (17,555) (102,198) 
(2,134) (5,179) (39,273) 
49,689 (22,734) (141,471) 
(601) (556) (959) 
601 _— mi 

77 = 59,466 
(29,554) (1,139) = 
405 413 2,550 
(29,072) (1,282) 61,057 
322 8,100 46,415 
(28,750) 6,818 107,472 
42,077 41,970 (57,353) 
86,396 44,426 101,779 
$128,473 $ 86,396 $ 44,426 
$ 6,398 $ 7,741 $ 33,646 
$ 783 $ 783 $ 856 
v= = $ 2,884 


See Notes to Consolidated Financial Statements. 
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World Wrestling Entertainment, Inc. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


1. Basis of Presentation and Business Description 


The accompanying consolidated financial statements include the accounts of World Wrestling Entertainment, 
Inc., and our wholly owned subsidiaries. In 2003, we closed the operations of our entertainment complex, The 
World. We recorded the results from operations of this business and the estimated shutdown cost as discontinued 
operations. In early May 2001, we discontinued operations of the XFL and accordingly, reported XFL operating 
results and estimated shutdown costs as discontinued operations. 


All significant intercompany balances have been eliminated. Certain prior year amounts have been reclassified 
to conform with the current year presentation. 


We are an integrated media and entertainment company, principally engaged in the development, production 
and marketing of television programming and live events and the licensing and sale of branded consumer products 
featuring our World Wrestling Entertainment brand of entertainment. Our continuing operations are organized 
around two principal activities: 


e Live and televised entertainment, which consists of live event and television programming. Revenues consist 
principally of attendance at live events, sale of television advertising time and sponsorships, domestic and 
international television rights fees and pay-per-view buys. 


e Branded merchandise, which consists of licensing and direct sale of merchandise. Revenues include sales 
of consumer products through third party licensees and direct marketing and sales of merchandise, 
magazines and home videos. 


Our discontinued operations consisted primarily of food and beverage and retail revenues generated from our 
entertainment complex and revenues from attendance at live events, sale of television advertising time and sales 
of consumer products from the XFL. 


2. Summary of Significant Accounting Policies 


Use of Estimates — The preparation of financial statements in conformity with generally accepted accounting 
principles requires our management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates. 


Fiscal Period — Our fiscal year ends on April 30 of each year. Unless otherwise noted, all references to years 
relate to fiscal years, not calendar years and refer to the fiscal period by using the year in which the fiscal period 
ends. Our fiscal quarters are thirteen-week periods that end on the thirteenth Friday in the quarter, with the exception 
of our fourth quarter, which always ends on April 30. 


Cash and Cash Equivalents — Cash and cash equivalents include cash on deposit in overnight deposit accounts 
and investments in money market accounts. 


Short-term Investments — We classify all of our short-term investments as available-for-sale securities. Such 
short-term investments consist primarily of United States government and federal agencies securities, corporate 
commercial paper, corporate bonds, mutual funds and mortgage-backed securities, all of which are stated at market 
value, with unrealized gains and losses on such securities reflected, net of tax, as other comprehensive income (loss) 
in stockholders’ equity. Realized gains and losses on short-term investments are included in earnings and are derived 
using the specific identification method for determining the cost of securities sold. As of April 30, 2003, the fair 
value of our short-term investments were approximately $148 greater than cost and as of April 30, 2002, the fair 
value was $518 lower than cost. We recorded unrealized income (losses) of $446, net of taxes, and $(163), net of 
taxes, for 2003 and 2002, respectively, which was included in accumulated other comprehensive income (loss). 
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World Wrestling Entertainment, Inc. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


It is our intent to maintain a liquid portfolio to take advantage of investment opportunities; therefore, all securities 
are considered to be available-for-sale and are classified as current assets. 


Accounts Receivable — Accounts receivable relate principally to amounts due to us from pay-per-view 
providers and television networks for pay-per-view presentations and television programming, respectively and 
balances due from the sale of television advertising, videotapes and DVDs and magazines. Our receivables represent 
a significant portion of our current assets. We are required to estimate the collectibility of our receivables and to 
establish allowances for the amount of receivables that we estimate to be uncollectible. We base these allowances 
on our historical collection experience, the length of time our receivables are outstanding and the financial condition 
of individual customers. 


Inventory — Inventory consists of merchandise sold on a direct sales basis, and videotapes and DVDs, which 
are sold through wholesale distributors and retailers. Substantially all of our inventory is comprised of finished 
goods. Inventory is stated at the lower of cost (first-in, first-out basis) or market. The valuation of our inventories 
requires management to make market estimates assessing the quantities and the prices at which we believe the 
inventory can be sold. 


Property and Equipment — Property and equipment are stated at historical cost less accumulated depreciation 
and amortization. Depreciation and amortization is computed on a straight-line basis over the estimated useful lives 
of the assets or, when applicable, the life of the lease, whichever is shorter. Vehicles and equipment are depreciated 
based on estimated useful lives varying from three to five years. Buildings and related improvements are amortized 
over the lesser of the remaining useful life of the buildings or the anticipated life of improvements. 


Leased Property Under Capital Leases — Property under capital leases is amortized over the shorter of the 
lives of the respective leases or the estimated useful lives of the assets. 


Valuation of Long-Lived Assets — In May 2002, we adopted SFAS No. 144, “Accounting for the Impairment 
or Disposal of Long-Lived Assets”. In accordance with SFAS No. 144, we periodically evaluate the carrying value 
of long-lived assets when events and circumstances warrant such a review. During 2003, the economic conditions 
surrounding our entertainment complex in New York City, The World, and its continued weak operating results 
indicated potential impairment. In accordance with the prescribed accounting, an impairment test was performed 
which ultimately resulted in a non-cash pre-tax impairment charge of $30,392 that was recorded in 2003 and 
reflected in discontinued operations. 


Income Taxes — We account for income taxes in accordance with the provisions of SFAS No. 109, “Accounting 
for Income Taxes.” Our deferred provision was determined under the asset and liability method. Under this method, 
deferred assets and liabilities are recognized based on differences between financial statement and income tax basis 
of assets and liabilities using presently enacted tax rates. Valuation allowances are established to reduce deferred 
tax assets when it is more likely than not that some portion or all of the deferred tax assets will not be realized. 
We consider estimated future taxable income and ongoing tax planning strategies in assessing the need for valuation 
allowances. 





Revenue Recognition 


Revenues are generally recognized when products are shipped or as services are performed. However, due 
to the nature of several of our business lines, there are additional steps in the revenue recognition process, as 
described below. 
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World Wrestling Entertainment, Inc. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


Pay-per-view programming: 


Revenues from our pay-per-view programming are recorded when the event is aired and are based upon our 
initial estimate of the number of buys achieved. This initial estimate is based on preliminary buy information 
received from our pay-per-view distributors. Final reconciliation of the pay-per-view buys generally occurs within 
one year and any subsequent adjustments to the buys are recognized on a cash basis. 


Television advertising: 


Revenues from the sale of television advertising are recorded when the commercial airs within our 
programming and are based upon contractual amounts previously established with our advertisers. These contractual 
amounts are typically based on the advertisement reaching a desired number of viewers. If an ad does not reach 
the desired number of viewers, we record an estimated reserve to reflect rebates or future free advertising due to 
advertisers, based on the difference between the intended delivery (as contracted) and actual delivery of audiences. 


Licensing: 


Licensing revenues are recognized upon receipt of notice by the individual licensees as to license fees due. 
If we receive licensing advances, such payments are deferred and recognized as income on an as earned basis. 


Home Video: 


Revenues from the sales of VHS and DVD titles are recorded when shipped by our distributor to wholesalers/ 
retailers, net of an allowance for estimated returns. The allowance for estimated returns is based on historical 
information and current industry trends. 


Magazine publishing: 


Publishing newsstand revenues are recorded when shipped by our distributor to wholesalers/retailers, net of 
an allowance for estimated returns. We estimate the allowance for newsstand returns based upon our review of 
historical returns rates and the expected performance of our current titles in relation to prior issue return rates. 


Advertising Expense — Advertising costs are expensed as incurred, except for costs related to the development 
of a major commercial or media campaign which are expensed in the period in which the commercial or campaign 
is first presented. 


Foreign Currency Translation — For translation of the financial statements of our Canadian and United 
Kingdom subsidiaries, we have determined that the Canadian Dollar and the U.K. Pound are the functional 
currencies. Assets and liabilities are translated at the year-end exchange rate, and income statement accounts are 
translated at average exchange rates for the year. The resulting translation adjustments are recorded in accumulated 
other comprehensive income, a component of stockholders’ equity. Foreign currency transactions are recorded at 
the exchange rate prevailing at the transaction date. 


Stock-Based Compensation — We account for stock-based compensation using the intrinsic value method as 
prescribed under Accounting Principles Board Opinion (“APB”) No 25, “Accounting for Stock Issued to 
Employees,” and related interpretations. Under this method, no compensation expense is recognized when the 
number of shares granted is known and the exercise price of the stock option is equal to or greater than the market 
price of our stock on the grant date. We follow the disclosure-only provisions of Statement of Financial Accounting 
Standards (“SFAS”) No. 148, “Accounting for Stock-Based Compensation — Transition and Disclosure’, and 
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World Wrestling Entertainment, Inc. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


SFAS No. 123, “Accounting for Stock-Based Compensation.” SFAS Nos. 148 and 123 encourage, but do not 
require, companies to adopt a fair value based method for determining expense related to stock-based compensation 
(See Note 11). 


Pro Forma Fair Value Disclosures 


The fair value of options granted to employees, which is amortized to expense over the option vesting period 
in determining the pro forma impact, is estimated on the date of the grant using the Black-Scholes option-pricing 
model with the following assumptions: 

















April 30, 
2003 2002 2001 
Expected life of option ................ 0 cece eee 3 years 3 years 3 years 
Risk-free interest rate ....... 0... eee eee 2.5% 3.4% 4.5% 
Expected volatility of our common stock ............ 38% 67% 71% 
2003 2002 2001 
Weighted average fair value per share of each 
option granted to employees ..................00005 $ 3:13 $ 6.48 $ 7.21 
Total number of options granted to employees ....... 1,219,000 5,000 1,481,200 
Total fair value of all options granted to 
EMPIOVEES. vias he ceeehe les sedi eaaweenee ean $ 4,548 $ 32 $ 10,677 


Had compensation expense for our stock options been recognized based on the fair value on the grant date 
under the methodology prescribed by SFAS No.123, our income from continuing operations and basic and diluted 
earnings from continuing operations per common share for 2003, 2002 and 2001 would have been impacted as 
shown in the following table: 


Year Ended April 30, 








__ 2003 2002 2001 
Reported income from continuing operations ........ $16,362 $42,498 $ 64,526 
Pro forma income from continuing operations ....... $12,760 $37,105 $156,438 
Reported basic and diluted earnings from 
continuing operations per common share .......... $ 0.23 $ 0.58 $ 0.90 
Pro forma basic and diluted earnings from 
continuing operations per common share .......... $ 0.18 $ 0.51 $ 0.78 


In accordance with SFAS No.123, the weighted average fair value of stock options granted to employees was 
based on a theoretical statistical model using assumptions. In actuality, because our stock options are not traded 
on any exchange, employees can receive no value nor derive any benefit from holding stock options under these 
plans without an increase in market price of our common stock. Such an increase in stock price would benefit all 
stockholders commensurately. 


Derivative Instruments — We recognize all derivatives as either assets or liabilities in the balance sheet and 
measure those instruments at fair value. In the first quarter of fiscal 2002, we adopted SFAS No. 133, “Accounting 
for Derivative Instruments and Hedging Activities”, and as a result, recorded an increase to income from continuing 
operations of $1,487, net of taxes. Subsequent to our initial adoption of SFAS No. 133, in fiscal 2002, we also 
recorded a $1,414 increase to income from continuing operations based on the revaluation of these derivatives. 


Goodwill & Other Intangible Assets — In July 2001, SFAS No. 141 “Business Combinations” and SFAS No. 142 
“Goodwill and Other Intangible Assets” were released. We elected to early adopt SFAS No. 142 as of May 1, 2001. 
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World Wrestling Entertainment, Inc. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


As required by SFAS No. 142, we performed an impairment test on intangible assets as of the adoption date and on 
goodwill within six months from the date of adoption. We completed this transitional impairment test and deemed that 
no impairment loss existed. During 2003, the economic conditions surrounding The World, and its continued weak 
operating results indicated potential impairment of the site’s long-lived assets and goodwill. As a result of the indicated 
impairment, a valuation was performed on the site and ultimately resulted in the recording of a write-down of the long- 
lived assets and our goodwill related to the purchase of the site. The write-down of the goodwill resulted in a non-cash 
pre-tax impairment charge of $2,533 that was recorded in 2003. As of April 30, 2003 and 2002, we had intangible assets 
with a book value of $12,055 and $9,055, respectively. We will continue to perform impairment tests annually and 
whenever events or circumstances occur indicating that intangible assets might be impaired. 


Discontinued Operations — In June 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated 
with Exit or Disposal Activities”. In February 2003, we closed the restaurant operations at The World and in April 
2003, we closed the retail operations at the facility. Total costs related to the shut down of these operations are 
estimated to be $8,866, net of applicable tax benefits of $3,257 and were recorded as discontinued operations in 
2003, in accordance with SFAS No. 146. Prior to the adoption of SFAS No. 146, we accounted for our discontinued 
XFL operations in accordance with Accounting Principles Board Opinion (“APB”) No. 30, “Reporting the Results 
of Operations — Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and 
Infrequently Occurring Events and Transactions”. Total income (loss) related to our discontinued XFL operations 
were $4,638 and ($46,910) for 2002 and 2001, respectively. 


Recent Accounting Pronouncements — In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB 
Statements No. 4, 44, and 64, Amendment of SFAS No. 13, and Technical Corrections.” This Statement amends 
existing authoritative pronouncements to make various technical corrections, clarify meanings, or describe their 
applicability under changed conditions. This statement became effective for us on May 1, 2003 and does not have 
a material impact on our operating results or financial position. 


In November 2002, the FASB issued FASB Interpretation No. (“FIN”) 45, “Guarantor’s Accounting and 
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others.” The disclosure 
requirements of FIN 45 were effective for financial statements of interim or annual periods ending after December 
15, 2002 and did not have a material impact on our consolidated financial statements. 


In January 2003, the FASB issued FIN 46, “Consolidation of Variable Interest Entities.” FIN 46 requires us 
to consolidate a variable interest entity if we are subjected to a majority of the risk of loss from the variable interest 
entity’s activities or entitled to receive a majority of the entity’s residual returns, or both. We currently lease a 
corporate jet, which is not held in a variable interest entity, and accordingly, is accounted for as an operating lease. 
We do not currently have any interests in variable interest entities and, accordingly do not expect the adoption of 
FIN 46 to have a material impact on our consolidated financial statements. 


In November 2002, the Emerging Issues Task Force (“EITF’’) reached a consensus on Issue No. 00-21, 
“Revenue Arrangements with Multiple Deliverables.” EITF Issue No. 00-21 provides guidance on how to account 
for arrangements that involve the delivery or performance of multiple products, services and/or rights to use assets. 
The provisions of EITF Issue No. 00-21 will apply to revenue arrangements entered into in fiscal periods beginning 
after June 15, 2003. The adoption of this consensus is not expected to have a material impact on our consolidated 
financial statements. 


In November 2001, the EITF reached a consensus on Issue No. 01-09, “Accounting for Consideration Given 
by a Vendor to a Customer (Including a Reseller of the Vendor’s Products)”. This consensus addresses income 
statement characterization issues and recognition and measurement issues relating to consideration given by a 
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vendor to a customer. As a result of this pronouncement, we reclassified $1,697, $1,303 and $1,347 in fiscal 2003, 
2002 and 2001, respectively, of discounts previously classified as expenses to the prescribed accounting as a 
reduction of revenue. 


In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments with 
Characteristics of both Liabilities and Equity.” SFAS No. 150 establishes standards for how an issuer classifies and 
measures in its balance sheet certain financial instruments with characteristics of both liabilities and equity. It is 
effective for us in the second quarter of 2004, but, because we have no instruments falling under the provisions 
of SFAS No. 150, it will not have an impact on our consolidated financial statements. 


3. Earnings Per Share 


For purposes of calculating basic and diluted earnings per share, we used the following weighted average 
common shares outstanding: 


For the years ended April 30, 





2003 2002 2001 
Weighted average number of common shares 
outstanding: 
BASIC «sss c.scksd dns cachaseasenadsa seaeeesadeusssoew's 70,621,898 72,861,797 72,025,222 
Dilted e605 64 cacdu Dadsmwie dad voaea dy dea beeeds 70,623,129 72,865,624 72,216,870 
Dilutive effect of outstanding options ........... 1,231 3,827 191,648 
Anti-dilutive outstanding options ............... 6,869,450 5,306,750 5,454,500 


4. Intangible Assets 


In March 2003, we acquired a film library and certain other assets for $3,000 from an unaffiliated professional 
wrestling organization. We have classified these costs as intangible assets and will amortize them over the expected 
period of, and in proportion to, the expected revenues to be derived from this film library. In March 2001, we 
acquired substantially all of the intellectual properties and certain other assets of World Championship Wrestling 
(the “WCW’’), including trade names, tape library and other intangible assets from a subsidiary of AOL Time Warner 
for $2,500. In addition, we incurred certain related costs to acquire these assets of approximately $6,600. We have 
classified these costs as intangible assets with an indefinite life. 


5. Investments 


Short-term investments consisted of the following: 


April 30, 2003 








Unrealized Fair 

Cost Holding Gain Value 
Government obligations ........... 0.0.2: cee e cere ee ees $ 63,755 $ — $ 63,755 
Mutual Tunds: ..cicssetdi excused ars csotesssamacnnsce dels 40,027 148 40,175 
Corporate obligations and other ...................... 38,711 _— 38,711 
TOL” i2.dsccusgates saete ie coenseateessaerasetewoes $142,493 $148 $142,641 
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April 30, 2002 








Unrealized Fair 

Cost Holding Loss Value 
Government obligations ................ 0c cece eee eee $ 26,725 $ — $ 26,725 
Corporate obligations and other ...................05. 129,763 (518) 129,245 
Mortgage backed securities .....................000. 51,437 _— 51,437 
MOtal! ced edecavadececedeeee urea Mee acsaeeasesey nous $207,925 $(518) $207,407 


In 2003, we recorded to interest income and other, net, an impairment charge of approximately $613 related 
to certain stock we held. In addition to the short-term investments included above, we received warrants from four 
publicly traded companies with whom we had either licensing or program distribution agreements. The estimated 
fair value of the warrants relating to these contracts on the date of receipt aggregated approximately $5,237. In 
connection with the adoption of SFAS 133, in 2002, we recorded a cumulative effect adjustment of $1,487, net 
of taxes. Subsequent to the adoption, we recorded a $1,414 increase to income from continuing operations based 
on the revaluation of these warrants. These warrants were then exercised and the related stock was sold, generating 
a net gain of $6,757. Additionally, we wrote down the carrying value of certain of our other warrants deemed 
impaired to zero, resulting in a charge of $2,884. Each of the charges noted above were recorded in interest income 
and other, net, during 2002. 


6. Property and Equipment 


Property and equipment consisted of the following: 

















April 30, 
2003 2002 
Land, buildings and improvements ................0. ce eee ee eee eee ees $51,051 $51,905 
EQUIPMENE: 03 sic0 sede vemnsasaveeriandeldamasiicateatsiawieenaladnd as 40,332 37,408 
VENICIES: siccviacdierret cicae adi ane habe eanue meen dete Mlomies behead a weks 639 769 
Property under capital lease .......5.s...cs esac csesseaseannerdehaeeee eae 1,515 _— 
93,537 90,082 
Less accumulated depreciation and amortization ..................0.005 34,212 30,868 
POUAL, sa avs caccytvn. df osieuece es cutte esos tustoos creases eus-s celabacete cet veued aodedigis apelindsedeaeaoreene $59,325 $59,214 
7. Accrued Expenses and Other Liabilities 
Accrued expenses and other liabilities consisted of the following: 
April 30, 
2003 2002 
Accrued pay-per-view event COStS 1.1.0... . eee e cece eee cnet ee een eens $ 5,580 $ 6,047 
Accrued Settlement offer 3... shccadedeaddaeddaas ase dewargnie eee owe ds 3,750 — 
ACcrued INCOME TAXES 224.5i46.6eeddneaneeawer dade weedonega dear doe de 5,173 6,224 
Accrued talent TOYalWeS: ji.5.asnumonsadersealeunohacs ean aattoraavesuions 759 2,094 
Accrued payroll related costs 1.0... 0... cece cece eee eee eee ene e ene nee 2,359 2,116 
Accrued television: GOSts cc 'os 4s. cai eanica swe ee Beebe de kteueds ee ede 3,364 13,076 
ACCrued Ot 2 ox: dnscc six trode ors Slee HecheereG aie Seas oe deke Gonctnds Saipdcendolebe 14,006 16,406 
AOUAL store detreactauns Mauka seated aed. ce ate mile eneee ey eee $34,991 $45,963 
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8. Debt 
Debt as of April 30, 2003 and 2002 consisted of the following: 
April 30, 

2003 2002 
Mortgage loan agreement .............. cece eee eee tne eee een ee eneeeae $9,302 $9,903 
Obligation under capital lease 1.0.0... eee eee 601 _— 

9,903 9,903 
Less Current POLO: 2 iaescivenyscshiesousnessegeutaonetes is kued cieen toe 7717 601 
Long-term debt. 3 cciccccgeericds paoieesessein cones Modded eodews Peis been $9,126 $9,302 


In 1997, we entered into a mortgage loan agreement under which we borrowed $12,000 at an annual interest 
rate of 7.6%. Principal and interest are to be paid in 180 monthly installments of approximately $112. The loan 
is collateralized by our executive offices and television studio in Stamford, Connecticut. 


Interest expense for this loan was $783, $784 and $856 for 2003, 2002 and 2001, respectively. 


In July 2002, we entered into a capital lease arrangement related to certain computer equipment. The net 
carrying amount of our capitalized lease equipment is $822 as of April 30, 2003. The lease bears an effective interest 


rate of 6.5% and expires in June, 2007. 


As of April 30, 2003, the scheduled principal repayments under our debt obligations were as follows: 


Year Ending April 30, 


DOOS: ice cdccdyubeoad aidsag Seba kao bautous Laotian bende edadenseesaes 


9. Income Taxes 


For 2003, 2002 and 2001, we were taxed on our income from continuing operations at an effective tax rate 
of 40.2%, 37.0% and 37.2%, respectively. Our income tax provision related to our income from continuing 
operations for fiscal 2003, 2002 and 2001 was $10,996, $24,953, and $38,143 respectively, and included federal, 
state and foreign taxes. Including our loss from discontinued operations of The World and the XFL, our (benefit) 


provision for income taxes was $(8,620), $19,030 and $14,200 for 2003, 2002 and 2001, respectively. 
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The components of our tax provision from continuing operations were as follows: 


Year ended April 30, 





2003 2002 _ 2001 
Current: 

P@d6tal 2 '..03)ocacotiocsacessassm sales sauaesedavende $ 5,990 $21,456 $32,446 
Statecand 1OGAal: xis aied save sieesiaeetasseemetew mani 1,057 3,129 3,062 
OPEV ON, fo. igcase aucnvcinie oe races. banana saad aatcarelens aie Raa Ss 2,299 1,801 400 

Deferred: 
PGGt ale oe dacs eaaetaceiiecemeiashueheeekaetsenetet 1,430 (1,224) 1,961 
State and. local 22: 4c000.¢.0c6 hws tas aeseeie aeons 202 (225) 271 
POLION 5 oy c cae teasevetieideeeieteseeunbineleeaed 18 16 3 
POCA 33555035 isd eee gains eensns dele neseeens $10,996 $24,953 $38,143 


Our (benefit) provision for income taxes from continuing operations and discontinued operations was as follows: 


Year ended April 30, 











2003 2002 2001 
Provision for income taxes from continuing 
OperAatiONns: ..issverrsovesadsdyerseseavariaeseseaeous $ 10,996 $24,953 $ 38,143 
Benefit for income taxes from discontinued 
OPCTalIONS: s..52.8dicais Masennsaieerhriaedtieetens (19,616) (5,923) (23,943) 
Total (benefit) provision for income taxes ......... $ (8,620) $19,030 $ 14,200 








The following sets forth the difference between the provision for income taxes from continuing operations 
computed at the U.S. federal statutory income tax rate of 35% and that reported for financial statement purposes: 


Year ended April 30, 





_ 2003 __2002 _ 2001 
Statutory U.S. federal tax at 35% ..............e cea $ 9,575 $23,608 $35,934 
State and local taxes, net of federal benefit .......... (532) 2,024 3,080 
OTEISM 424ccGis wade crommets inde tnbodamesiaeweoas 112 136 140 
Valuation allowance ............ ccc cece eee ee nena 2,025 — — 
OME ik Sst Hesadcsesieed asidedteutiacs eisteeonidwe: (184) (815) (1,011) 
Provision for income taxe€S .............cc cece eee eee $10,996 $24,953 $38,143 








The state tax benefit for 2003 is comprised of state and local taxes, net of federal benefits, reduced by the 
reversal of a tax reserve established in prior years. The tax reserve is no longer necessary due to the conclusion 
of various state examinations. 


26 


World Wrestling Entertainment, Inc. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and 
deferred tax liabilities of continuing operations consisted of the following: 








April 30, 
2003 2002 
Deferred tax assets: 
ACCOUNTS TECEIVADIE: go .csces ova sowibae ced seed swing sad dens aeeeeesedioed $ 2,759 $ 1,110 
INVENOTIES:: cn4 ook4b 2 odsiead taeda Meaueedseeowbe ede de taeeemewnely ban 464 1,093 
Prepaid Toyaltiés:: sc 200 ices esiaeeesossneseadeeedgeyte rede teas y ene 3,479 3,217 
SOCK OPulONS siicecccicesees een sewdeudabvawehsdeeniawenceaie eaten ed 4,286 4,993 
INVESHMNENES: wécaccckuedossitienuseersesaudauwhe desu ance gasses eda 3,736 2,625 
Tntan sible ‘ASSets: 2 fsis.ciee sad ciete voeleeinn suisas enki te thdwiede nde a swells 786 857 
Accrued liabilities and reserves ......... 0. cc ccc cece e cece eee e een eees 4,516 2,994 
POLE ON See tier auras a peteteeuvademtedetiuedeteeyeaneend das mended eeheen 47 65 
20,073 16,954 
Valuation allowance 2.10052 decsaxcde sedan teedetesan tienes aeheee dan (2,437) (412) 
17,636 16,542 
Deferred tax liabilities: 
Fixed assets and depreciation .......... 0... cece eee cece e ener e teen ens 4,465 1,307 
Prepaid f0yalties:. s.couessdoc secudetaseeeutiead seuide soupakodiecte eens _— 490 
4,465 1,797 
MO LAS TIS T. 45 cceave cpsrict souavs coe easier sus ee eee eu ec aeew susaer dae atevarecsrmineseia aes cused $13,171 $14,745 








The temporary differences described above represent differences between the tax basis of assets or liabilities 
and their reported amounts in the consolidated financial statements that will result in taxable or deductible amounts 
in future years when the reported amounts of the assets or liabilities are recovered or settled. As of April 30, 2003 
and 2002, $11,194 and $9,543, respectively, of the net deferred tax assets are included in prepaid expenses and 
other current assets and the remaining $1,977 and $5,202, respectively, are included in other non-current assets 
in our consolidated balance sheets. 


As of April 30, 2003, and April 30, 2002 we had valuation allowances of $2,437 and $412, respectively to 
reduce our deferred tax assets to an amount more likely than not to be recovered. The valuation allowances primarily 
relate to the deferred tax assets arising from losses on investments which are capital in nature for which the 
realization is uncertain. A majority of these capital loss carry forwards expire in 2008. 


U.S. Federal income taxes have not been provided on unremitted earnings of our foreign subsidiary, because 
our intent is to keep such earnings indefinitely reinvested in the foreign subsidiary’s operations. 


10. Commitments and Contingencies 


We have certain commitments, including various non-cancelable operating leases, performance contracts with 
various performers, employment agreements with certain executive officers, advertising commitments and 
agreements with Viacom and United Paramount Network (“UPN”) which guarantee a minimum payment for 
advertising during their terms. Our current agreement with UPN expires in September 2003 at which time we will 
no longer sell advertising time on the television shows aired on UPN. Commencing in October 2003, under the 
terms of our new agreement with UPN, we will receive a rights fee for our programming. 
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In addition, we have a lease agreement for a 1998 Canadair Challenger 604 airplane. The term of this aircraft 
lease is for twelve years ending on October 30, 2012. The monthly lease payment for this aircraft lease is determined 
by a floating rate, which is based upon 30-day commerical paper rate as stated by the Federal Reserve plus 1.95%. 
Total principal payments under this lease are $22,500. As of April 30, 2003, our outstanding principal balance 
was $20,369. 


Future minimum payments as of April 30, 2003 under the agreements described above were as follows: 











Operating 
Lease Other 

Year Ending April 30, Commitments Commitments Total 
QOOA: iad. scewrewatahoaeewanenaieuls doduinaeed axegedeeeren's $ 2,963 $47,241 $ 50,204 
LO0D : icaerseing neti b8 inads seanakeekwa bean eeden 2,338 24,362 26,700 
DOG ™ srecacattre iccte srowicig ae paminarecera ava. slevraiegue esiaeaceeaunets 2,268 10,279 12,547 
QOOT waciieut Acanenieeiue aisle anne bidareeeaeenens 2,140 2,544 4,684 
QOS 6 saccbsis nv enetad Maemtebe melhech eeled maledlee oped 2,075 169 2,244 
"FREE AMER s.5.cie.¢. cca nase adidas ht-esbaciesiteaseavadaatoneoes 6,608 —_ 6,608 

TOtal: .ccendoemesas Keates peated eeneneemoeult $18,392 $84,595 $102,987 











Rent expense under operating leases from continuing operations was approximately $2,402, $2,228 and 
$1,546 for 2003, 2002 and 2001, respectively. 


In addition, we have an operating lease for space in New York City that is currently unoccupied which was 
related to our former entertainment complex, The World. We are currently seeking a sub-tenant. The total payments 
remaining on the lease is approximately $46,000 as of April 30, 2003. However, in accordance with SFAS 
No. 146, we have reduced this accrual by our current estimate for sub-tenant rental income of approximately 75% 
of the remaining payments on the lease (see Note 17). 


Legal Proceedings 


World Wide Fund for Nature 


In April 2000, the World Wide Fund for Nature and its American affiliate, the World Wildlife Fund 
(collectively, the “Fund”’) instituted legal proceedings against us in the English High Court seeking injunctive relief 
and unspecified damages for alleged breaches of a 1994 agreement between the Fund and us regarding the use of 
the initials “wwf” including (1) the wwf.com and wwfshopzone.com internet domain names and in the contents 
of various of our websites, and (ii) our “scratch” letter logo. On August 10, 2001, the trial judge granted the Fund’s 
motion for summary judgment, holding that we breached the parties’ agreement by using the “wwf” website 
addresses and scratch logo. That ruling subsequently was upheld by the English Court of Appeals. Since November 
10, 2002, we have been subject to an injunction barring us, either on our own or through our officers, servants, 
agents, subsidiaries, licensees or sub licensees, our television or other affiliates or otherwise, of most uses of the 
initials “wwf,” including in connection with the “wwf” website addresses and the use of the scratch logo. 


In compliance with the injunction, we have taken the following significant steps, many of which go beyond 
the literal requirements of the injunction: (1) changed our name to “World Wrestling Entertainment, Inc.”; 
(2) switched our initials to “WWE”; (3) revised our logo to be a scratch “WW”; (4) incorporated these changes 
into, among other things, our television and pay-per-view shows, promotional materials, advertising campaigns, 
statutory filings with federal and state agencies, and corporate stationery and corporate facilities; (5) advised our 
licensees and business partners of the terms of the injunction; and (6) directed our licensees and business partners 
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to refrain from using the initials “wwf” in any manner which, if done by us, would be a breach of any of the 
prohibitions of the injunction. However, the elimination of certain historical uses of the scratch logo, including, 
specifically, WWE’s archival video footage containing the scratch logo during the period 1998-May 2002 and the 
scratch logo embedded in programming code of WWE-licensed video games created during the period 1999-2001 
is, as a practical matter, not possible. On an application for relief by our videogame licensee, THQ/Jakks Pacific 
LLC (“THQ/Jakks’”’), the English Court of Appeals ruled that THQ/Jakks’ marketing and sale of games with 
embedded references to the initials “wwf” is not a breach of the injunction and would not constitute a contempt 
of court by either THQ/Jakks or us. 


The Fund also has pending before the trial court a damages claim associated with the Company’s use of the 
initials “wwf.” Although the Fund has never submitted a formal claim of damages to the court, the Fund has claimed 
in correspondence that at least $360 million would be required to fund a multi-year media advertising campaign 
to remedy the Fund’s alleged loss of recognition/exclusivity as a result of our use of the initials “wwf.” In that 
correspondence, the Fund, through its Legal Advisor, demanded a payment of $90 million prior to the injunction 
compliance date to settle its alleged damages claims and resolve all remaining issues. We vigorously rejected the 
Fund’s demand and contend that the Fund’s tactics were a bad faith attempt to coerce us into an unwarranted cash 
payment of $90 million. Indeed, despite repeated inquiries by us, the Fund has never provided us with any 
documentation or support for any alleged damage claims, nor has the Fund come forward with any evidence 
throughout the entire litigation that it suffered any actual injury to its fundraising and/or environmental conservation 
activities as a result of our conduct. We strongly dispute that the Fund has suffered any such damages. We are unable 
to predict the outcome of any adjudication of the Fund’s claims in an English court if the Fund were actually to 
present a damages claim. An unfavorable outcome of the Fund’s damages claims, however, may have a material 
adverse effect on our financial condition or results of operations. 


Shenker & Associates 


On November 14, 2000, Stanley Shenker & Associates, Inc. filed a complaint against us in Superior Court, 
Judicial District of Stamford/Norwalk, Connecticut, relating to the termination of an Agency Agreement between 
us and Plaintiff. Plaintiff seeks compensatory damages and punitive damages in an unspecified amount, attorneys’ 
fees, an accounting and a declaratory judgment. On December 15, 2000, we filed a motion to strike all the claims 
against us, with the exception of one count for breach of contract. The motion was granted as to two claims. On 
March 27, 2001, the Plaintiff filed a substituted complaint reasserting all counts against us. On April 11, 2001, we 
answered the substitute complaint. On February 27, 2002, we filed amended counterclaims and on June 19, 2002, 
we filed second amended counterclaims alleging tortuous interference with business relations, conversion, fraud 
and conspiracy in connection with the Plaintiffs solicitation and receipt of improper payments from various of our 
licensees. On February 14, 2003, we filed a complaint against one of our former officers, and certain entities related 
to him, claiming such officer participated with Shenker in an alleged scheme to advance certain licenses in exchange 
for payments to the officer. That suit has been consolidated with the suit pending against us. Discovery in the 
consolidated cases has been extended through September 2003. We have denied liability and intend to defend the 
action vigorously. An unfavorable outcome of this suit may have a material adverse effect on our financial condition 
or results of operations. 


Marvel Enterprises 


On October 19, 2001, we were served with a complaint by Marvel Enterprises, Inc. in the Superior Court of 
Fulton County, Georgia alleging that we breached the terms of a license agreement regarding the rights to manufacture 
and distribute toy action figures of various wrestling characters. The plaintiff seeks damages and a declaration that 
the agreement is in force and effect. We filed our Answer on November 19, 2001. The Complaint also named as a 
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defendant Universal Wrestling Corp. (“Universal, Inc.”’), formerly known as World Championship Wrestling, Inc. Due 
to a conflict between Universal, Inc. and plaintiffs counsel, by agreement of the parties Universal, Inc. was dismissed 
from the suit. On December 28, 2001, the plaintiff commenced a separate action against Universal, Inc., filed in the 
same court as a related action to the suit pending against us. We are defending Universal, Inc. in connection with 
these claims. The two suits have been consolidated for discovery and trial. On December 14, 2001, we filed a motion 
to dismiss all claims against us. That motion was denied on March 14, 2002. On May 15, 2003 we filed a motion 
for summary judgment on all claims. Universal similarly filed a motion for summary judgment on all claims against 
us. Oral argument in respect of both motions for summary judgment have been scheduled for July 25, 2003. We have 
denied liability and intend to defend the action vigorously. An unfavorable outcome of this suit may have a material 
adverse effect on our financial condition or results of operations. 


IPO Class Action 


On December 5, 2001, a purported class action Complaint was filed against us asserting claims for alleged 
violations of the federal securities laws. Also named as defendants in this suit were Bear, Stearns & Co. Inc., Merrill 
Lynch, Pierce, Fenner & Smith, Incorporated, Credit Suisse First Boston Corporation, WIT Capital Corporation, 
Donaldson, Lufkin & Jenrette Securities Corporation, Chase H&Q (Hambrecht & Quist LLC) (collectively, the 
“Underwriter Defendants”), Vincent K. McMahon, Linda E. McMahon and August J. Liguori (collectively, the 
“Individual Defendants”). The complaint alleges, inter alia, (1) claims under Section 11 of the Securities Act against 
all defendants, (ii) claims under Section 12(2) of the Securities Act against the Underwriter Defendants, (iii) claims 
under Section 15 of the Securities Act against us and the Individual Defendants, (iv) claims under Section 10(b) of 
the Exchange Act and Rule 10(b)(5) against all defendants, and (v) claims under Section 20(a) of the Exchange Act 
against the Individual Defendants. According to the allegations of the Complaint, the Underwriter Defendants 
allegedly engaged in manipulative practices by, inter alia, pre-selling allotments of shares of our stock in return for 
undisclosed, excessive commissions from the purchasers and/or entering into after-market tie-in arrangements which 
allegedly artificially inflated our stock price. The plaintiff further alleges that we knew or should have known of such 
unlawful practices. As relief, the Complaint seeks (i) a ruling that the suit is properly maintainable as a class action, 
(ii) unspecified class damages and statutory compensation against all defendants, jointly and severally, (iii) an award 
of attorneys’ fees and costs, and (iv) such other relief as the court deems proper. We deny all allegations against us, 
believe that we have meritorious defenses on plaintiffs’ claims, and intend to defend this action vigorously. We 
understand that nearly 1,000 suits with similar claims and/or allegations have been filed over the past couple of years 
against companies which have gone public in that general time period. All of these claims have been consolidated 
before the same judge in the United States District Court for the Southern District of New York. We were part of 
a motion to dismiss filed on behalf of all issuers on July 15, 2002. On February 19, 2003, the court issued its ruling 
granting in part and denying in part the issuers’ motion. Specifically, the court granted the motion dismissing the 
Section 10(b) claims against us and denied the motion as to Section 11 claims against us. A settlement between the 
class plaintiffs and the issuer defendants, including WWE and the Individual Defendants, currently is being 
contemplated. Although we cannot predict the likelihood of such settlement being reached on the terms currently being 
contemplated, if it were, we anticipate that it would not have a material adverse effect on us. 


We are not currently a party to any other material legal proceedings. However, we are involved in several 
other suits and claims in the ordinary course of business, and we may from time to time become a party to other 
legal proceedings. 


11. Stockholders’ Equity 


On October 15, 1999, we filed an amended and restated certificate of incorporation which, among other things, 
authorized 60,000,000 shares of new Class B common stock, par value $.01 per share, reclassified each outstanding 
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share of World Wrestling Entertainment, Inc. common stock into 566,670 shares of Class B common stock, 
authorized 180,000,000 shares of new Class A common stock, par value $.01 per share, and authorized 20,000,000 
shares of preferred stock, par value $.01 per share. Class B common stock is fully convertible into Class A common 
stock, on a one for one basis, at any time at the option of the holder. The two classes are entitled to equal per share 
dividends and distributions and vote together as a class with each share of Class B entitled to ten votes and each 
share of Class A entitled to one vote, except when separate class voting is required by applicable law. If, at any 
time, any shares of Class B common stock are beneficially owned by any person other than Vincent McMahon, 
Linda McMahon, any descendant of either of them, any entity which is wholly owned and is controlled by any 
combination of such persons or any trust, all the beneficiaries of which are any combination of such persons, each 
of those shares will automatically convert into shares of Class A common stock. 


In July 2002, our Board of Directors approved an employee stock purchase plan, the World Wrestling 
Entertainment 2002 Employee Stock Purchase Plan (the “ESPP”’). Under the plan, any regular full-time employee 
may contribute up to 10% of their base compensation (subject to certain income limits) to the semi-annual purchase 
of shares of our common stock. The purchase price is 85% of the fair market value at certain plan-defined dates. 
At April 30, 2003, approximately 35 employees were participants in the plan. In fiscal 2003, employee participants 
purchased approximately 11,600 shares of our common stock under the plan at a price of $7.07 per share. 


In July 1999, we adopted the 1999 Long-Term Incentive Plan (“LTIP”’). The LTIP provides for grants of options 
as incentives and rewards to encourage employees, directors, consultants and performers in our long-term success. 
The LTIP provides for grants of options to purchase shares at a purchase price equal to the fair market value on 
the date of the grant. The options expire 10 years after the date of the grant and are generally exercisable in 
installments beginning one year from the date of the grant. The LTIP also provides for the grant of other forms 
of equity-based incentive awards as determined by the Compensation Committee of the Board of Directors. Of our 
total options outstanding, 1,172,000 were granted to independent contractors consisting primarily of our performers. 
With respect to the options granted to independent contractors, we recorded a charge of $1,092 (of which, $332 
was included in discontinued operations) for 2001. The options granted to employees have been accounted for using 
the intrinsic value method in accordance with Accounting Principles Board Opinion No. 25, “Accounting for Stock 
Issued to Employees.” 


Presented below is a summary of the LTIP’s activity for the three years ended April 30, 2003. 

















Weighted Average Options Exercise Price 
Options outstanding at May 1, 2000 .......... 0. 5,348,500 $17.00 
Options’ sranted: i.assckeetonvid sesdslnes SeMeneatemonscaete renee dey es 1,666,200 $14.42 
Options:canceled |....c.¢cesiioc wae disadatieamieeoies Viecadyuendey can (194,000) $17.00 
Opuions:.Exercised | «..o.scieesesd.cve a iawenes nieasassnee ewe Sana aiwaaueadons (150,000) $17.00 
Options outstanding at April 30, 2001 .............. 0. eee 6,670,700 $16.36 
Options: granted. ...vc2s4ihexceseak anthemic undene domndey oad Sauer eda Nee 5,000 $13.82 
Options ‘canceled :..a3c aaderiidacecndeddveaanersastivenabens see anneaweds (390,100) $16.20 
OPptONnS EXeLCISed 12.5... s:xidapeadnananeagadiees esadacaeesne nea gmnad nuead weatecs (32,000) $12.94 
Options outstanding at April 30, 2002 .............. 0. eee eee 6,253,600 $16.40 
Options: pranted .2ic.cosieecesceeceeecess seetee wd ieee sd dareeeewener ees 1,219,000 $13.02 
Options<CanCeled scicis.ssciesedoaramaniaa saga adalneleanads ailesGuateas wales (476,900) $15.44 
OpulOns: Exercised: «..sccanessseeeeeatneaes had eaeoen tant neeearan eas (31,250) $12.94 
Options outstanding at April 30, 2003 ............ 0. eee 6,964,450 $15.89 
Options available for future grants at April 30, 2003 .................. 2,822,350 
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The number of options exercisable as of April 30, 2003, 2002 and 2001 was 5,021,600, 3,618,735 and 
1,832,743, respectively. The following table summarizes information for options outstanding and exercisable as 
of April 30, 2003: 














Weighted Weighted Weighted 
Number of Average Average Number of Average 
Options Remaining Exericise Options Exercise 
Range of Exercise Prices Outstanding Life Price Exercisable Price 
$766: = $21.00 casecie x ienne eae 6,964,450 7.1 years $15.89 5,021,600 $16.74 


12. Employee Benefit Plans 


We sponsor a 401(k) defined contribution plan covering substantially all employees. Under this plan, 
participants are allowed to make contributions based on a percentage of their salaries, subject to a statutorily 
prescribed annual limit. We make matching contributions of 50 percent of each participant’s contributions, up to 
6% of eligible compensation (maximum 3% matching contribution). We may also make additional discretionary 
contributions to the 401(k) plan. Our expense for matching contributions and additional discretionary contributions 
to the 401(k) plan was $840, $865, and $635 during 2003, 2002 and 2001, respectively. 


13. Related Party Transactions 


A member of our Board of Directors also was an independent contractor engaged by us during 2003, 2002 
and 2001. In 2003 this director received $280 and in 2002 and 2001 this director received $60 for his services 
as an independent contractor. 


On June 11, 2003 we repurchased approximately 2.0 million shares of common stock from Viacom for 
approximately $19,300. 


14. Segment Information 


Our continuing operations are conducted within two reportable segments, live and televised entertainment and 
branded merchandise. Our live and televised entertainment segment consists of live events and television 
programming. Our branded merchandise segment includes consumer products sold through third party licensees 
and the marketing and sale of merchandise, magazines and home videos. The results of operations for The World 
and for the XFL are not included in the segment reporting as they are classified separately as discontinued operations 
in our consolidated financial statements (See Note 17). We do not allocate corporate overhead to each of the 
segments and as a result, corporate overhead is a reconciling item in the table below. There are no intersegment 
revenues. Revenues derived from sales outside of North America were approximately $51,840, $38,459 and 
$28,941 for 2003, 2002 and 2001, respectively. The table presents information about the financial results of each 
segment for 2003, 2002 and 2001 and assets as of April 30, 2003 and 2002. Unallocated assets consist primarily 
of cash, short-term investments and real property and other investments. 
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April 30, 
2003 2002 2001 
Net revenues: 
Live and televised entertainment .................. $295,432 $323,458 $335,668 
Branded merchandise ...............00.ec cece eee ees 78,832 86,164 102,471 
Total net revenues ........... 0... cece eee eee $374,264 $409,622 $438,139 
Depreciation and Amortization: 
Live and televised entertainment .................. $ 3,709 $ 3,205 $ 2,839 
Branded merchandise ................00cee eee ee ees 2,062 — — 
Corporate ensde seeded ewkhetncweiee waeiaseedenean gens 4,774 6,969 1,897 
Total depreciation and amortization ............. $ 10,545 $ 10,174 $4,736 
Operating income (loss): 
Live and televised entertainment .................. $ 88,266 $113,924 $130,625 
Branded merchandise ...............00cc ccc e eee ees 23,362 20,829 29,070 
GCOrporates ing ici bai Gonne sheaen tuck deuianae syaed (84,601) (84,720) (72,086) 
Total operating income .............. eee eee eee $ 27,027 $ 50,033 $ 87,609 
Assets: 
Live and televised entertainment .................. $ 73,727 $ 78,799 
Branded merchandise ..............0.0c ccc eee ences 17,395 18,453 
Unallocated (1) ccx.chsatecdeauenkeetarecaetin tes set 346,135 398,100 
Totalliassetsi..sciccese cc navacneddwivecd elasasieetan $437,257 $495,352 


(1) Includes Assets of discontinued operations of $21,129 and $44,256 as of April 30, 2003 and 2002, respectively. 


15. Financial Instruments and Off-Balance Sheet Risk 


Concentration of Credit Risk — Financial instruments which potentially subject us to concentrations of credit 
risk are principally bank deposits, short-term investments and accounts receivable. Cash and cash equivalents are 
deposited with high credit quality financial institutions. Short-term investments primarily consist of AAA or AA 
rated instruments. Except for receivables from cable companies related to pay-per-view events, concentrations of 
credit risk with respect to trade receivables are limited due to the large number of customers. A significant portion 
of trade receivables for pay-per-view events is received from our pay-per-view administrator, who collects and 
remits payments to us from individual cable system operators. We perform ongoing evaluations of our customers’ 
financial condition, including our pay-per-view administrator, and we monitor our exposure for credit losses and 
maintain allowances for anticipated losses. 


Fair Value of Financial Instruments — The carrying amounts of cash, cash equivalents, short-term investments, 
accounts receivable and accounts payable approximate fair value because of the short-term nature, and maturity of 
such instruments. Our debt primarily consists of the mortgage related to our corporate headquarters, which has an 
annual interest rate of 7.6%. Due to the recent decreases in mortgage rates, this debt is now at a rate in excess of 
market, however due to the terms of our agreement we are prohibited from refinancing for several years. 
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16. Quarterly Financial Summaries (unaudited) 








1st 2nd 3rd 4th 
Quarter Quarter Quarter Quarter 

2003 
Net revenues ......... 0. cece cece eee e eee e eee eeee $85,449 $90,323 $ 92,565 $105,927 
GLOSS PLOMIb esc.ced ec 2dincsaegscaedotenadsgucnendeeds $28,831 $28,150 $ 35,854 $ 44,086 
Income from continuing operations ............ $ 3,855 $ 259 $ 5,988 $ 6,260 
Loss from discontinued operations (1) ......... $ (1,327) $ (1,863) $(21,988) $ (10,379) 
Net income (lOSS) ............e cece eee eee e ees $ 2,528 $(1,604)  $(16,000) $ (4,119) 
Earnings (loss) per common share: 

basic and diluted 

Continuing operations ..............6.... eee $ 0.05 $ 0.00 $ 0.09 $ 0.09 

Discontinued operations (1) ................. $ (0.02)  $ (0.03) $ (0.31) $ (0.15) 

Net income (loss) ............c.eceeeeceeeeee $ 0.04 $ (0.02) $ (0.23) $ (0.06) 
2002 
Net revenues ......... 0... cece cece eee e eee ceeuee $87,006 $95,031 $ 95,986 $131,599 
GLOSS’ PLOMb. .w2.ii0csdhienesins seloaany onaeatuawas $30,987 $34,177 $ 35,254 $ 58,080 
Income from continuing operations ............ $12,707 $ 5,953 $ 5,420 $ 18,418 
Loss from discontinued operations (2) ......... $ (715) $(1,112) $ 4,010 $ (2,448) 
Net income ............ccceccecceceecceceuceucs $11,992 $ 4,841 $ 9,430 $ 15,970 
Earnings (loss) per common share: 

basic and diluted 

Continuing operations ..................200 8 $ 0.17 $ 0.08 $ 0.07 $ 0.25 

Discontinued operations (2) ..............05- $ (0.01) $ (0.02) $ 0.05 $ (0.03) 

Net 10 COME) v7 ee.cisdadaeni denen givens stenn $ 0.16 $ 0.07 $ 0.13 $ 0.22 


(1) Our discontinued operations include an after-tax impairment charge of $20,413 recorded in the third quarter 
of 2003 and after-tax charges related to the shut down of The World of $8,866 recorded in the fourth quarter 


of 2003 (see Note 17). 


(2) For the third quarter of 2002, our discontinued operations reflect the reversal of shutdown reserves that were 


no longer required and the recognition of certain tax benefits. 
17. Discontinued Operations 


The World 


During February 2003, we closed the restaurant operations of The World and in April 2003, we closed the 
retail store. As a result, we recorded an after-tax charge of approximately $8,866 during the fourth quarter of 2003 
in accordance with SFAS No. 146. This amount includes, in addition to other costs, rental payments required under 
the lease, net of management’s current estimate of potential sub-rental income and leasing costs. 


Included in the loss from discontinued operations for 2003 was an impairment charge of $32,925 as a result 
of an impairment test conducted on goodwill ($2,533) and other long-lived assets ($30,392) at The World. The 
charge arose from continued operating losses at that facility and was taken in accordance with SFAS No. 142 and 
SFAS No. 144, respectively. Estimates of the fair values of the long-lived assets at The World were determined 
by an independent, third party appraiser, based on valuation methods, such as cost and fair market value approaches, 


with the valuation method used based upon the nature of the underlying assets. 


34 


World Wrestling Entertainment, Inc. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


In May 2000, we had acquired for $24,500 this leased entertainment complex which was located in Times 
Square. The allocation of the purchase price included approximately $21,200 in fixed assets, $1,300 in current assets 
and $900 in liabilities. Goodwill arising as a result of this transaction was approximately $2,900. In accordance 
with SFAS No. 142, we ceased amortization of goodwill as of May 1, 2002. 


The results of The World business, which has been classified as discontinued operations in the accompanying 
consolidated financial statements, are summarized as follows: 
Year ended April 30, 
































2003 2002 2001 

Discontinued Operations: 

Loss from The World operations, net of taxes of $16,359, 

3,006 and $999 for 2003, 2002 and 2001, respectively .. $(26,691) $(4,903) $(1,629) 
Estimated loss on shutdown of The World, net of 
tARES DS QST \ osce v-eidvereriresnis ovine’ saraisiaccnogestniace eeauneceauianidaateaouse (8,866) — — 
Loss from discontinued operations ...............0..0eeee ee $(35,557) $(4,903) $(1,629) 
As of April 30, 
2003 2002 

Assets: 

CASH diceresacun nen meraainaeeimadteneencmaenalyeoore daudedeeesienn des $ 586 $ 263 

Accounts receivable ......... 0. ccc cece cece ete n ence nent nee eenennes 5 74 

Income: tax: Tece1vable: sacs ncvdcuasocdstewesssdnoutaeovaeaeeseweeaewns 5,343 4,004 

Prepaid CxpenseS *s :sanccevensiceeredsepreseieevsngesneeaimencay eyes 94 69 

TAVEMOTY oo. -5. tice Soicigns Soelnsier smlceme geass phd mdbdinesinge armas 65 400 

Property and equipment ........... 0... c eee eee cece eee eee es — 32,545 

Deferred income taxes, net of valuation allowance of $1,350 ....... 14,437 460 

GOOG WA sash, acs aid etecs Gide densa dre stds Bereta chen acheanbiee eal whack Ghdeesdtoteelacttas ive sais — 2,534 
TotaltAssets®ois.cnccsasagterdeeeecssaradessaeratieneduinetadeaeriandeuten $20,530 $40,349 
Liabilities: 

Accounts payable .uscesnevseiiaraceadeteanseteeee quae Kader ees $ 19 $ 622 

ACCIUCG EXPENSES can 225n cones trance seid ease bean se mead oneness ae eee 10,648 2,005 

Deferred MCOME 4.5 ses ndddedadesdociaidaasesoeneiahe oes eenavatiae he — 224 
Total Tetabiities?3.c0.s530 fad Mabaiuw tai dacs vetaa conied obeieaoiisadateiens $10,667 $ 2,851 





XFL 


During 2002, as a result of the reversal of shutdown reserves that were no longer required and the recognition 
of certain tax benefits, we recorded income from discontinued operations of $4,638, net of minority interest and 
taxes. The remaining shutdown liabilities consist primarily of XFL medical and other shutdown costs of 
approximately $835. 


In early May 2001, we formalized our decision to discontinue operations of the XFL and, accordingly, reported 
XFL operating results and estimated shutdown costs as discontinued operations in our consolidated financial 
statements. This decision was a culmination of management’s analysis of the financial viability of the venture, which 
commenced during the fourth quarter of 2001. Estimated shutdown costs consisted primarily of fixed asset and 
other asset impairment charges of $9,600, contractual labor costs of $8,400, lease costs of $1,700, workers 
compensation and severance costs of $5,400 and other shutdown costs of $2,600. 
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On June 12, 2000, NBC purchased approximately 2.3 million newly issued shares of our Class A common 
stock at $13 per share for a total investment of $30,000. As a result of the stock purchase, which was at a below 
market price, we recorded a non-cash charge of $10,673, which was being amortized over 30 months. Amortization 
of $3,699 was reflected in discontinued operations for 2001. As a result of our decision to discontinue operations 
of the XFL, we wrote off the remaining unamortized asset of $6,974 which was also reflected in discontinued 
operations. In May 2002, we repurchased these shares from NBC for $27,692 and have classified these shares as 
treasury stock in our consolidated balance sheet. 


The results of the XFL business, which has been classified as discontinued operations in the consolidated 
financial statements, are summarized as follows: 


Year ended April 30, 
2003 2002 2001 








Discontinued Operations: 
Loss from XFL operations, net of minority interest of 
$42,940 applicable income tax benefits of $17,679 ...... $— $ — $(31,293) 
Estimated income (loss) on shutdown of the XFL, net of 
minority interest of $1,721 and 13,907 and applicable 
income tax benefits of $2,917 and $5,265 for 2002 and 











2001, TESPECHVELY 2.2 cvececoseneancesaedrees sound wees eee — 4,638 (15,617) 
Income (loss) from discontinued operations .................-. $— $4,638 $(46,910) 
As of April 30, 
_2003 _2002 _ 
Assets: 

GASM 242 serene eeancbe ito’ eaenae enews yates one ae feeeees $ 599 $3,907 
Total, Assets o2.ccuiiicsdicaeawiaeseis baoeddeeseesegeandehede sees eerie weds $ 599 $3,907 
Liabilities: 

Accounts payable” s¢cccscceudsciyeadsieeeed eh eainceedeerennaceceuiae $ — $ 39 

AGCCIUEd EXPCNSES 036 addecshinein ta dadadtgeleisia tat icbdee ¥edaatesiess 913 4,974 

Due to World Wrestling Entertainment, Inc. ..................2...0 ee 262 115 

Minority interest: access seetenere enue ea seie ee desloge tame nets eae eee _ (288) _ (611) 
Total Liabilities: ¢.02.csccosesasawtacae tase vas Senatedweawd sdeanbedewwabeles $ 887 $4,517 


18. Subsequent Event 


On June 13, 2003, our Board of Directors approved the payment of a quarterly dividend of $0.04 per share 
on all Class A and Class B common shares. The record date for the first such dividend is June 27, 2003 and the 
payment date is on or about July 10, 2003. 


36 


REPORT OF MANAGEMENT 


The consolidated financial statements have been prepared in conformity with accounting principles generally 
accepted in the United States of America. The integrity and objectivity of the data in these financial statements, 
including estimates and judgments relating to matters not concluded by year end, are the responsibility of 
management, as is all other information included in the Annual Report, unless otherwise indicated. 


The consolidated financial statements of World Wrestling Entertainment, Inc. have been audited by Deloitte 
& Touche LLP, independent auditors. Management has made available to Deloitte & Touche LLP, all of World 
Wrestling Entertainment, Inc.’s financial records and related data, as well as the minutes of stockholders’ and 
directors’ meetings. Furthermore, management believes that all representations made to Deloitte & Touche LLP 
during its audit were valid and appropriate. 


Management has established and maintains a system of internal accounting control that provides reasonable 
assurance as to the integrity and reliability of the consolidated financial statements, the protection of assets from 
unauthorized use or disposition and the prevention and detection of fraudulent financial reporting. The concept of 
reasonable assurance recognizes that the costs of an internal accounting control system should not exceed, in 
management’s judgment, the benefits to be derived. 


Management maintains disclosure controls and procedures that are designed to ensure that information required 
to be disclosed by World Wrestling Entertainment, Inc. is recorded, processed, summarized and reported within 
the time periods specified by the Securities and Exchange Commission’s rules and forms. 


Management also seeks to ensure the objectivity and integrity of its financial data by the careful selection of 
its managers, by organizational arrangements that provide an appropriate division of responsibility and by 
communication programs aimed at ensuring that its policies, standards and managerial authorities are understood 
throughout the organization. Management regularly monitors the system of internal accounting control for 
compliance. 


The Audit Committee of the Board of Directors meets periodically with management and the independent 
auditors to review the manner in which they are performing their respective responsibilities and to discuss auditing, 
internal accounting controls and financial reporting matters. The independent auditors periodically meet privately 
with the Audit Committee and have access to the Audit Committee at any time. 


July 2, 2003 


Frain EMenaher) 


Linda E. McMahon 
Chief Executive Officer 


Illy Ge 


Philip B. Livingston 
Chief Financial Officer 
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INDEPENDENT AUDITORS’ REPORT 
To the Board of Directors and Stockholders of World Wrestling Entertainment, Inc.: 


We have audited the accompanying consolidated balance sheets of World Wrestling Entertainment, Inc. (the 
“Company”) as of April 30, 2003 and 2002 and the related consolidated statements of operations, stockholders’ 
equity and comprehensive income (loss) and of cash flows for each of the three years in the period ended April 30, 
2003. These financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of World Wrestling Entertainment, Inc. as of April 30, 2003 and 2002 and the results of its operations 
and its cash flows for each of the three years in the period ended April 30, 2003 in conformity with accounting 
principles generally accepted in the United States of America. 


Kl eLoijfe £ Tree de 4LP 


Stamford, Connecticut 
June 13, 2003 
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Price Range of Class A Common Stock 
Our Class A common stock trades on the New York Stock Exchange under the symbol “WWE.” 


The following table sets forth the high and the low sale prices for the shares of Class A common stock as 
reported by the New York Stock Exchange for the periods indicated. 


Class A common stock 














Fiscal 2003 High Low 
PitSt Quarter css cones vscacn vale anion aa dy cg es oa ee os auine sale das sane eeuumen $15.30 $ 8.49 
Second Quarter” s.ccc.iccsacaiswedvadaed oederseeavauvonsses we swew ee nvaneds $10.40 $ 6.76 
hit! Quartet =, ex 023 ac derek cate nied aha eveiscars Meee aerate ph us Ee Seti BER ch $ 9.02 $ 7.53 
Fourth. Quatter oss ones discsedtuseaees a4. 9 04 odie et onda oe sah amesaenacie nde de $ 9.20 $ 7.43 
Class A common stock 
Fiscal 2002 High Low 
First Quarter .is23.c2d00ssauisee saadvicheere eros acuneis engdhekexeaseencae $15.50 $12.00 
Second Quarter ..52. peccecnsdewepne geese aeeeedauas sasege vendeegessees $13.20 $10.33 
Third ‘Quartet’ cc .c6csehceeads iedacaad ood aa eebeagense ee euiee i Resdawees $14.25 $10.67 
Fourth: Quarter «os.03.53.0erexnsw cee hudsnaie'ennee cb ouadalet ooh uenen hae Rae e a $15.85 $12.85 


There were 10,557 holders of record of Class A common stock and three holders of record of Class B common 
stock as of June 13, 2003. 


In June 2003, our Board of Directors approved the payment of a quarterly dividend of $0.04 per share on all 
Class A and Class B common shares. The record date for the first such dividend is June 27, 2003 and the payment 
date will be on or about July 10, 2003. 
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EXECUTIVE OFFICERS 


Vincent K. McMahon 
Chairman 


Linda E. McMahon 
Chief Executive Officer 


Edward S. Cohen 
Senior Vice President, Event Booking and Live Events 


Kevin Dunn 
Executive Vice President, Television Production 


Donna Goldsmith 
Senior Vice President, Consumer Products 


Edward L. Kaufman 

Executive Vice President, General Counsel and Secretary 
Philip B. Livingston 

Chief Financial Officer 


Shane B. McMahon 
Executive Vice President, Global Media 


James W. Ross 
Executive Vice President, Talent Relations 


James A. Rothschild 
Senior Vice President, North American Sales 


Kurt Schneider 
Executive Vice President, Marketing 


Frank G. Serpe 
Senior Vice President, Finance and Chief Accounting Officer 
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Lowell P. Weicker, Jr. 

Former Governor of the State of Transfer Agent, Dividend Paying Agent and Registrar 
Connecticut and United States Senator American Stock Transfer & Trust Company 

Director, Chairman of Compensation 59 Maiden Lane 
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Committee 877-777-0800 


IDE Wife M<-valin) 
Executive Vice President of Programming, Tate (-¥ oX-VaTo (ala NU To live) g-) 
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Former President of CBS Sports 
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BUCEIO! Corporate Headquarters: 


Michael B. Solomon World Wrestling Entertainment, Inc. 
Managing Principal of Gladwyne Partners, 1241 East Main Street 

EES P.O. Box 1241 

D)igzxeixe)ar-lare Mant=laale\-1meoim- Wleliat-lale| Sir-]aniiolce fl Oa @loh-10¥ 

Compensation Committees VAC Ee hoY-510\0]0) 
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World Wrestling Entertainment stock is listed for trading on the New York Stock 
Exchange under the ticker symbol WWE. 


molmlali-icelmlalcelaaatclulelay please visit our web site at corporate.wwe.com or write 
to Corporate Headquarters, Attention: Investor Relations or call 203-352-8600. 





More History 








The names of all World Wrestling Entertainment televised and live programming, talent names, images, likenesses, slogans and wrestling 


moves and all World Wrestling Entertainment logos are trademarks which are the exclusive property of World Wrestling Entertainment, Inc. 
© 2003 World Wrestling Entertainment, Inc. All Rights Reserved. 





